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Professional Notes 


Business Ebullience in the Face of the Squeeze 

THE STATISTICS DO not show that the credit squeeze has 
had any effects upon the births and deaths of businesses. 
It is certainly more difficult to get the finance to form a 
company, but as many are being formed as in the days 
before the squeeze began. The reason why the high birth 
rate of companies persists in the face of financial strin- 
gency no doubt lies in the extraordinary vitality and 
exuberance of businessmen, especially in new lines of 
trade and industry—as attested, for example, by the 
Industrial and Finance Corporation in its recent report 
upon which we comment in a later note. In the first five 
months of 1956, new companies put on the register 
numbered 7,625, compared with 7,569 in the corres- 
ponding period last year and 6,704 in 1954. A larger 
number of the new companies appear to be fresh enter- 


prises, rather than conversions of firms to private 
limited companies—another indication of virility in the 
economy. 

Similarly with the figures of business mortality. 
Compulsory liquidations of public and private limited 
companies totalled 159 in the first five months of the year 
and the figure for the same period of 1955 was exactly the 
same. For the whole of last year the total was 384, 
compared with 416 for 1954. Receiving and administra- 
tion orders in bankruptcy were certainly slightly more in 
the first five months of 1956 than in the corresponding 
period of 1955 (973 against 923), but in the first five 
months of 1954 the total had been 982. And receiving 
orders in 1955 (2,163) as a whole were about the same 
as in 1954 (2,176) and rather fewer than in 1953 
(2,222). The statistics have, moreover, to be interpreted 
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against the background of a con- 
tinuous upward trend in bankrupt- 
cies since the war, a trend that is ex- 
hibited also by deeds of arrangement 
outside bankruptcy (but these 
arrangements are outnumbered seven 
times by bankruptcies). As is shown 
by General Annual Report on Bank- 
ruptcy for 1954 of the Board of Trade, 
published last month (H.M. Station- 
ery Office, price Is. 3d. net), both 
bankruptcies and arrangements out- 
side bankruptcy multiplied about 
ten-fold in the first post-war decade. 


Profit-Sharing Survey 

AT THE END of 1954 there were 421 
schemes of profit-sharing operating 
in the United Kingdom. About 
390,000 workers participated in these 
schemes. The average addition they 
made to earnings was 5.9 per cent. 
The schemes making up the total 
were those in which employees 
shared in profits of the undertaking 
on a pre-determined basis, the sum 
allocated to them varying with the 
level of profits—this is the inter- 
nationally agreed definition of profit- 
sharing. In addition, however, there 
were 130 other arrangements, cover- 
ing 133,000 workers, broadly par- 
taking of profit-sharing in practice 
although not having a pre-determined 
basis for automatically fixing the 
share of profits going to employees. 
These other schemes provided an 
average addition to earnings of 7.4 
per cent. 

This information is given as the 
result of a survey, the first since 1938, 
conducted by the Ministry of Labour 
at the end of 1954. The pre-war survey 
showed that there were then 399 
firms with profit-sharing schemes 
covering 261,000 workers. 

The recent study revealed a high 
casualty rate among profit-sharing 
schemes. Changes occurring in the 
business or transfers to another 
ownership—the schemes run_ by 
gas companies came to an end with 
nationalisation of the industry— 
caused the demise of many schemes. 
The diminution of profits (some- 
times the incurring of losses) and the 
apathy of employees were other 
important causes of their coming to 
an end. 
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Of the 310 schemes operating 
on a pre-arranged basis in businesses 
other than co-operative societies— 
the other 111 schemes, operated by 
co-operative societies, were ona 
rather different basis from the rest— 
31 had been formed before 1918 and 
104 during the inter-war period. 
During the second World War, 30 
more were started, and the remainder 
dated from 1946 and after. 

The report on the survey is pub- 
lished in the Ministry of Labour 
Gazette for May, 1956, and gives full 
details about the schemes. 


An Index of Turnover 
THE FIRST INDEX we have seen of 
company turnover appears in the 
annual report of the Jndustrial and 
Commercial Finance Corporation for 
1955/6. It is based on the audited 
accounts of nearly 300 of the cor- 
poration’s customers, a sample which 
probably gives a reasonable indica- 
tion for medium-sized companies in 
the country as a whole. The index is 
prepared monthly: the total of turn- 
over in accounts received for the last 
financial year is added every month 
to a running total and the corres- 
ponding figure for the previous year 
is subtracted. The change is then 
plotted in graph form as a percentage 
increase or decrease over the previous 
year. The accounts used in the index 
for any month may be taken to refer 
to the financial year ended six months 
previously. Thus all the dates covered 
by the index have to be set back 
about six months to give the dates of 
the accounts covered and still further 
to give the timing of the turnover. 
Despite this limitation, the graph 
shows significant movements. The 
rate of increase in turnover compared 
with the figures of the preceding year 
reached a peak of about 20 per cent. 
early in the fourth quarter of 1955. 
Since then there has been a con- 
tinuous decline in this rate of in- 
crease, until at the end of the first 
quarter of this year it approximated 
to 10 per cent. While it is important 
to bring out the fact that until last 
March the index still showed an in- 
crease in turnover compared with the 
previous year, the slackening in the 
rate of increase during the six months 


to the end of March last is highly 
significant. It followed a period of 
nearly two years during which, with 
slight variations, the rate of increase 
continually advanced. 

In the absence of other statistics of 
the turnover of companies, it would 
be a good thing if the corporation 
could publish its index at, say, 
quarterly intervals during the year. 

The credit squeeze reduced the net 
volume of new business of I.C.F.C. 
by nearly half a million pounds, to 
approximately £5 million. Its share- 
holders have been less willing to 
provide resources and since May, 
1955, its funds have largely come 
from repayments and realisations of 
finance extended earlier to customers. 
The tightened control of the Capital 
Issues Committee has also reduced 
the volume of business. Says the 
Corporation: “‘the requirement for 
consent to issues above £10,000 and 
up to £50,000 is one that should be 
cancelled promptly when circum- 
stances permit, as the form-filling 
and the inevitable administrative 
delays are highly deterrent.” There is 
no lack of sound economic proposi- 
tions presented to the Corporation, 
and it laments that some of the most 
enterprising elements in the economy 
are stifled by the credit restrictions 
and the control of new issues. 

We are authorised to report that of 
the 5,472 dpplications received to 
March, 1956, 3,367 of which were 
introduced through third parties, the 
number introduced through account- 
ants was 1,321, or nearly 40 per cent. 
of the applications introduced. 


Birthday Honours 

WE HAVE PLEASURE in congratulating 
Mr. D. A. Newby, F.S.A.A., a partner 
in Hewat, Bridson & Newby, of 
Alexandria, Egypt, on being included 
in the Birthday Honours list. Mr. 
Newby becomes a Commander of the 
Most Excellent Order of the British 
Empire. 

Other members of the profession 
who receive honours and to whom we 
also offer our congratulations are 
Mr. Alderman Stanley Graham 
Rowlandson, M.B.E., F.C.A., who is to 
become a Knight Bachelor; Mr. S. 
A. S. Forster, A.c.A., who receives the 
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C.B.E.; Mr. Harold Heys, A.c.A., 
who is awarded the O.B.E.; and Mr. 
Norman Clark, A.A.c.c.A., and Mr. 
W. J. Harris, A.c.A., who receive the 
M.B.E. 

It is also with much pleasure that 
we congratulate Mr. W. Charles 
Norton, M.B.E., M.C., who receives 
the honour of Knight Bachelor. Mr. 
Norton, who is President of the Law 
Society, is senior partner in the 
London firm of solicitors which has 
acted for the Society of Incorporated 
Accountants since its foundation. 


New Building by Incorporated Ac- 
countants’ Hall 

IN MIDDLE TEMPLE garden a new 
block of barristers’ chambers is being 
erected on the site of the old library. 
The library was constructed in 1861, 
over thirty years before the first 
Viscount Astor built Incorporated 
Accountants’ Hall. It obscured the 
Hall on the east side. 

Both Incorporated Accountants’ 
Hall and the Middle Temple library 
were damaged by enemy action du- 
ring the war. Although the Hall has 
been repaired, the damage to the 
library was so serious that it was 
placed beyond redemption and in the 
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winter of 1954/1955 the remaining 
structure was demolished. 

The removal of the library pro- 
vided an excellent view of the Hall 
from Middle Temple garden, show- 
ing to advantage the fine oriel win- 
dow in the east wall. And it provided 
for Incorporated Accountants a 
splendid vista over the gardens from 
the Hall. Unfortunately the new 
building will again block the outlook 
from the Hall on the east side. 

The new chambers are to be known 
as “‘Queen Elizabeth Building.” De- 
signed by Sir Edward Maufe, R.A., in 
the classic style, they are being built 
of warm red brick on a base of white 
Portland stone. The slightly curved 
plan should form a pleasing contrast 
with the familiar square-fronted 
masonry of the Inn. They will be five 
stories high and provide accommo- 
dation for ten sets of barristers’ 
chambers. The entrance faces west, 
quite close to Incorporated Account- 
ants’ Hall in Temple Place. 

The new chambers are expected to 
be finished early next year. 


Profits Tax and Liquidations 
THE CASE OF C.J.R. v. Pollack & Peel 
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In the centre: Incor- 
porated Accountants’ 
Hall. In the left 
foreground: the new 
Queen Elizabeth 
Building (under con- 
struction). On the ex- 
treme right: Garden 
Court (barristers’ 
chambers). Behind 
Garden Court: a 
new office building. 
Behind Incorporated 
Accountants’ Hall: 
Electra House (Cable 
and Wireless). 


Ltd. (In Liquidation) reported in The 
Times newspaper on June 15, will 
be of special interest to liquidators of 
private companies. By Section 35 of 
the Finance Act, 1947, distributions 
of capital on “cessation” were 
exempted from profits tax, but only 
to the extent of the total nominal 
paid-up share capital plus the aggre- 
gate premiums where shares had been 
issued at a premium. Some companies 
took advantage of this exemption by 
first effecting an increase of capital 
by the capitalisation of reserves and 
then reducing the capital, the distri- 
bution being then covered by the 
Section 35 exemption. Section 31 of 
the Finance Act, 1951, was enacted 
to stop this leak. In the present case a 
man-and-wife company had capit- 
alised reserves amounting to £28,056. 
A second similar company had been 
formed to which the business with its 
assets, save a large sum in cash, had 
then been transferred, the considera- 
tion being the shares in the second 
company. (Owing to election under 
Section 36 (4) of the 1947 Act this 
did not in itself attract tax.) Out of 
the cash excepted from the sale, the 
liquidator had paid all the liabilities 
of the first company and, subsequent 
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to the “cessation,” had them paid 
over the balance in his hands, 
amounting to £15,030, to Mr. and 
Mrs. P. Upjohn, J., held as against 
the Crown that under existing legis- 
lation this sum was not within the 
mischief of the profits tax. Obviously, 
the Revenue cannot afford to let the 
matter rest as it stands. 


Australian Distinction for 

Mr. E. Cassleton Elliott and 

Mr. A. A. Garrett 

THE GENERAL COUNCIL of the Austra- 
lian Society of Accountants has con- 
ferred the distinction of honorary 
member of that Society, with the 
status of Fellow, upon Mr. E. 
Cassleton Elliott, C.B.E., F.S.A.A., and 
Mr. A. A. Garrett, M.B.E., M.A. 

In making Mr. Cassleton Elliott 
an honorary member, the general 
council recalled the valuable services 
he had performed for the Australian 
Society, and for the profession 
generally in the Commonwealth. 
Mr. Elliott was London Representa- 
tive of the Commonwealth Institute 
of Accountants until its amalgama- 
tion with the Federal Institute in 
1952. For many years he had 
attended to the affairs in London of 
the Accountants’ Publishing Com- 
pany. The general council recorded 
also its awareness of Mr. Elliott’s 
distinguished services to the account- 
ancy profession in Great Britain. 

Conferring honorary membership 
upon Mr. A. A. Garrett, the previous 
secretary of the Society of Incor- 
porated Accountants and one of its 
honorary members, the general coun- 
cil thanked him for counsel and ad- 
vice extended to the Australian 
Society. The council recognised also 
the services he had rendered with 
distinction to the Society of Incor- 
porated Accountants and the accoun- 
tancy profession in Great Britain. 
Mr. Garrett had made many friends 
among Australian accountants during 
his tour of the Commonwealth in 
1949. The notes he now contributed 
to The Australian Accountant were 
greatly appreciated by its readers. 

We have pleasure in congratulating 
Mr. Elliott and Mr. Garrett upon the 
honour they have received of being 
admitted as the first (among three) 
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honorary members of the Australian 
Society. 


New President of the English In- 
stitute 

THE NEW PRESIDENT of the Institute 
of Chartered Accountants in England 
and Wales, elected last month, is Mr. 
Arthur Seymour Hamilton Dicker, 
M.B.E., F.C.A. Mr. Dicker, who has 
been Vice-President of the Institute 
for the last year, has been a member 
of its Council since 1939. He has 
served on many Committees of the 
Institute and is also one of its repre- 
sentatives on the Accountants’ Co- 
ordinating Committee. 

Mr. Dicker was born in Australia. 
After service in the first World War, 
when he was twice wounded and 
twice mentioned in dispatches, he 
served articles in Norwich and be- 
came an Associate of the Institute in 
1923. After practising in Norwich on 
his own account, he joined the firm of 
Lovewell, Blake and Co., Chartered 
Accountants, of Norwich, Great 
Yarmouth and Lowestoft, and he is 
still a partner in the firm. Mr. 
Dicker has taken a very active part in 
public life and in church affairs. His 
most recent appointment is as a part- 
time member of the Eastern Gas 
Board. 

The new Vice-President of the 
Institute is Mr. William Halford 
Lawson, C.B.E., B.A., F.C.A., a partner 
in the firm of Binder, Hamlyn & Co., 
of London, Manchester, Sydney and 
Melbourne. Mr. Lawson became a 
member of the Institute in 1923. He 
has held many public appointments: 
among those that he at present holds 
is that of membership of the Com- 
panies Act Accountancy Advisory 
Committee of the Board of Trade. 


Accounts of Stockbrokers and 
Jobbers 

WE ANNOUNCED IN our issue of Jan- 
uary, 1954 (page 2) that all members 
trading on their own account 
and member firms of the London 
Stock Exchange must have their 
annual accounts prepared by in- 
dependent qualified accountants. 
Rule 79a of the Exchange states that 
once at least in every calendar year 


there must be prepared by a qualified 
accountant a balance sheet showing 
the state of affairs of the firm or 
member as at the date of completion 
of the financial year, and the balance 
sheet must be submitted to the firm or 
member not more than six months 
subsequent to that date. A qualified 
accountant is defined as a member of 
one of the following bodies: the 
Institute of Chartered Accountants in 
England and Wales, the Society of 
Incorporated Accountants, the In- 
stitute of Chartered Accountants of 
Scotland, the Institute of Chartered 
Accountants in Ireland and the 
Association of Certified and Cor- 
porate Accountants. 

As we said in our earlier note, 
balance sheets do not have to be 
certified or produced to the Council. 
It needs to be added, however, 
that when applying for re-election to 
the Exchange, a member is required 
to confirm that the accounts have 
been prepared and presented during 
the preceding twelve months by a 
qualified independent accountant, in 
accordance with Rule 79a. 


Finance for Farmers 
TWO NEW BOOKLETS have appeared 
on the financial problem of British 
farming.* Mr. Ancrum Evans, A.C.A., 
sets out to prove from published 
information and from his own 
specialised knowledge of the subject 
that there is a cash crisis in agricul- 
ture. Messrs. Cheveley and Price also 
propound the financial problem and 
outline a bold solution of their own. 
Mr. Evans is broadly in agreement 
with the other authors in his findings 
of the facts. He affirms that some of 
his material forms ‘“‘a valuable pro- 
vision against the contingent liability 
of some reader challenging the 
Cheveley and Price values.” In 
1937/38, says Mr. Evans, a capital 
of £5,000 sufficed to finance a farm of 
up to 300 acres: in 1952/53 the same 


*Cash Crisis in Agriculture. By Ancrum 
Evans. Pages 23 (Mr. Ancrum Evans, 8 
Eccleston Square, London, S.W.1. Price 
3s. 6d. post free). Capital in United King- 
dom Agriculture, Present and Future. By 
Stephen Cheveley and Owen Price. Pages 
54 (The Netherhall Press Ltd. Price 2s. 6d. 
net). 
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That’s easy to figure out. And it’s just as easy to figure out, too, 
why acceptance of the Burroughs Sensimatic Accounting Machine 
has been instant and universal. For it offers a new, proved way to cut 
accounting costs. 

Its exclusive sensing panel enables even the newest operator to put the 
Sensimatic through a vast range of accounting jobs with superlative 
accuracy and dispatch. No matter how exacting, how “different” the 
job—just the turn of a knob gets that job done /fas/. There’s just no- 
thing to touch it for speed, simplicity and virtually error-proof 
accounting. 

Burroughs offer you a choice of 6 series of Sensimatics, ranging from 
2 to 19 totals. For a demonstration of the Sensimatic, just look us up 
in the *phone book and call your nearest Burroughs office. Burroughs 


Adding Machine Limited, 356-366 Oxford Street, London, W... 
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sum would not finance a farm larger 
than 75 acres. Full investment in 
farming is essential for maximum 
output, yet profits—particularly of 
the smaller farms—are insufficient to 
provide for full investment. In 
1952/53 the annual investment in 
tenants’ assets was £114 per working 
person. On the majority of smaller 
farms the capital was saved out of a 
net annual income of £400 or less. 
Saving on this scale, though insuffi- 
cient to provide full investment, was 
achieved only by great personal 
sacrifice and the acceptance of an 
unreasonably low standard of living. 
As Mr. Evans states: “At the lower 
end of the income scale the farmer 
is squeezed between the cost of living 
and the amount he must invest an- 
nually. At the higher end of the scale 
there is a sufficiency for a modest 
standard of living but even then the 
farmer is squeezed between taxation 
and the annual investment.” 

Having shown that not only is the 
industry short of capital but also that 
present credit facilities are inade- 
quate, both booklets propose that the 
Government should provide loans 
at preferential rates of interest, or 
should subsidise the interest charged 
by those who normally provide 
capital. 

At this point Mr. Cheveley and Mr. 
Price develop their plan, calling for 
the spending of £440 million spread 
over five years, apportioned thus: 
land improvement (reclamation, 
drainage, fertilisers, re-seeding), £100 
million; water installations, modern 
buildings and the like, £200 million; 
electricity (equipment and wiring), 
£30 million; livestock (to increase 
output of beef, mutton and lamb), 
£110 million. They admit that most of 
the funds would need to be borrowed, 
but they point out that the industry 
as a whole is highly credit-worthy 
since total capital assets are between 
three and four times greater than 
outstanding debts. In their opinion, 
all borrowed ‘capital could be ser- 
viced and repaid within 21 years 
from additional profits arising from 
the new investment. 

At this time high-level discussions 
are taking place to provide a long- 
term plan for the industry. The 
scheme put forward by Mr. Cheveley 
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and Mr. Price ought at least to be 
on the agenda. 


Leverhulme Research Scholarship in 
Management Accounting 

A SCHOLARSHIP IS offered by the 
Leverhulme Trust for the purpose of 
exploring what further contribution 
accounting can make to the improve- 
ment of industrial and commercial 
management. The value of the 
scholarship will be not less than 
£2,000 and the trustees will also 
meet the cost of any travel necessary 
to the research undertaken. The 
award will be for one year. 

Applications are invited from 
British-born subjects, normally resi- 
dent in the United Kingdom, with a 
recognised qualification in account- 
ing. They should have wide pro- 
fessional experience, including work 
of an advisory nature from which 
they have been able to obtain an 
appreciation of management prob- 
lems, or accounting experience in an 
industrial or commercial post. They 
should preferably be not over 35 
years of age. 

The scholar will receive general 
guidance and direction in research 
into aspects to be chosen by himself 
of managerial control and of ac- 
counting practices and techniques 
associated with it. He will be re- 
quired at the end of the year to sub- 
mit a thesis suitable for publication. 

Applications must be sent in by 
August 31. The form MA/I is ob- 
tainable from the Secretary, Lever- 
hulme Research Awards, St. Brid- 
get’s House, Bridewell Place, Lon- 
don, E.C.4. Applicants should be 
available to attend for an interview, 
if required to do so, in London at a 
date in September/October. 

The chairman of the selectors is 
Sir Harold Howitt, G.B.E., D.s.O., 
M.C., D.C.L., F.C.A., a past President 
and member of the Council of the 
Institute of Chartered Accountants in 
England and Wales. The other 
members are Mr. L. C. Hawkins, 
F.S.A.A., a member of the Council of 
the Society of Incorporated Ac- 
countants, Mr. Henry Benson, C.B.E., 
F.c.A., and Mr. P. H. Shirley, A.c.A. 
(Aust.). 

The scholarship was announced 


263 


last year, but on that occasion none 
of the applications was considered to 
merit an award. 


A Case of Schedules 

ALTHOUGH VALUE PAYMENTS for war 
damage are not assessable to tax in 
any form, the interest on these pay- 
ments is directly chargeable to tax. 
In Inland Revenue v. Bew Estates Ltd., 
the Court recently held that the 
interest was chargeable under Sched- 
ule C, and not under Schedule D. 
It constituted interest payable out of 
public revenue by a public office, the 
War Damage Commission being a 
quasi-corporation and a public office 
for this purpose. 

In the course of the hearing the 
curious position was revealed that 
apparently no Commissioners have 
yet been appointed to charge the tax 
under Schedule C! However, this 
omission was considered immaterial. 

A surtax direction had been made 
on an investment company, and the 
Inland Revenue sought to include in 
the apportionable income interest 
which the company had received on 
value payments in respect of war 
damage to its properties. The com- 
pany contended that this interest 
constituted “estate or trading in- 
come,” which accordingly could not 
be made subject to a surtax direc- 
tion. 

“Estate or trading income” is 
defined in Section 262 (8) of the In- 
come Tax Act of 1952 (replacing 
Section 14 (8) of the Finance Act, 
1939), as income chargeable to in- 
come tax under Schedule A or 
Schedule B, income arising in respect 
of the ownership or occupation of 
land which is chargeable to tax under 
Schedule D, and income which is not 
investment income. 

Even if the interest could be re- 
garded as arising in respect of the 
ownership or occupation of land, it 
could not be “estate or trading 
income” unless it was chargeable 
under Schedule D. As the Court 
ruled that it was chargeable under 
Schedule C, it could not constitute 
such income. The surtax direction 
accordingly properly included the 
interest as part of the apportionable 
income of the company. 
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Professional or District Audit? 

FOR SOME YEARS a difference has 
existed between the Ministry of 
Housing and Local Government and 
the accountancy profession about the 
appropriate system of audit for joint 
boards of local authorities. The con- 
troversy has been taken a stage 
further in proceedings upon the 
North East Surrey Crematorium 
Board Bill this Session. 

This Bill is promoted by four 
local authorities—the Metropolitan 
Borough of Battersea, the Borough 
of Sutton and Cheam, the Urban 
District of Merton and Morden and 
the Urban District of Carshalton. 
The purpose of the Bill is to con- 
stitute a Board for the purpose of 
undertaking cremations for the four 
districts. 

Clause 49 of the Bill gives to the 
Board the option of adopting either 
the system of district audit or that of 
professional audit. This clause fol- 
lows the precedent contained in 
Section 118 of the Kent Water Act, 
1955, for the three new Water Boards 
established under that Act. The pro- 
ceedings in the Kent Water Bill, lead- 
ing to the defeat of attempts to con- 
fine the audit to the District Auditor, 
were reported in ACCOUNTANCY for 
June, 1955, page 211. 

In his report on the Crematorium 
Board Bill the Minister of Housing 
and Local Government, after citing 
precedents in other Crematorium 
Board Acts, recommended that in 
place of Clause 49 there should be 
substituted a Clause to provide that 
the accounts of the Board should be 
subject to district audit. 

The Crematorium Board Bill had 
originated in the House of Lords 
where the Lord Chairman of Com- 
mittees, after hearing representatives 
of the Ministry and Mr. M. A. 
Liddell (Parliamentary Agent for the 
accountancy bodies) decided that 
Clause 49 should be allowed to stand. 
In the House of Commons the Bill 
came before the Unopposed Bills 
Committee, which referred it to a 
Select Committee of the House, by 
which the Bill was heard on June 5, 
1956. 

At the hearing before the Select 
Committee a statement on behalf of 
the Minister was made by the 
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Accountant-General (Mr. F. L. Ed- 
wards, C.B., O.B.E.). Mr. Edwards 
claimed that, while the reputation of 
qualified accountants in the field of 
commerce and company law and 
practice was unrivalled throughout 
the world, there were substantial 
advantages in district audit in the 
field of local government and joint 
Boards. 

Mr. Michael Rowe, Q.c., and Mr. 
Eric Blain appeared on a petition 
against alterations, on behalf of the 
accountancy bodies comprised in the 
Accountants’ Joint Parliamentary 
Committee. Mr. Rowe stated that all 
the advantages claimed for district 
audit had been considered by the 
Committees which sat on the Kent 
Water Bill in the previous Session. 
He drew attention to the history of 
the issue during the past ten years, 
during which no fewer than five 
Committees of one or both Houses 
had decided on this point in the same 
way as in the Kent Water Bill. What 
had been decided for Water Boards 
was equally applicable to the pro- 
posed Crematorium Board. 

Mr. H. A. Benson, C.B.E., F.C.A., 
and Mr. F. E. Price, F.S.A.A., gave 
evidence on the general aspects of the 
two audit systems and their respective 
merits. Mr. Price dealt with the extent 
to which Borough Councils had exer- 
cised their choice in favour of pro- 
fessional or district audit. He pointed 
out that the financial structure of a 
crematorium board was similar to 
that of a water board. 

The Chairman of the Committee 
(Mr. Royle) announced the unan- 
imous decision of the Committee that 
Clause 49 should stand as originally 
drafted part of the Bill—that is, 
leaving the option for either district 
audit or professional audit. 


Electronics.—I. Wage Accounting 

ALTHOUGH EQUIPMENT FOR electronic 
data processing has had a short 
period of development its literature 
bids fair to surpass that in existence 
on mechanised accounting. One 
reason for the spate of documenta- 
tion is that this highly advanced form 
of equipment functions not only on 
accounting but also on scientific 
calculations and the physical side of 


industry, where it takes the form of 
an instrument of direct control over 
various operations of production. 
Thus, in addition to publications 
from accounting sources many also 
come from technical and scientific 
bodies. A recent publication, Wage 
Accounting by Electronic Computer, 
issued as it is by the National 
Physical Laboratory (H.M. Station- 
ery Office, price 2s. 6d. net) comes 
from such a non-accounting source. 
That this body should concern itself 
with the subject is evidence of the 
importance attached by the Govern- 
ment to the need for spreading widely 
authoritative information about ac- 
counting and similar applications of 
electronic equipment so that British 
industry may take full advantage of 
them. 

The report was produced by a study 
group comprising representatives of 
the Organisation and Methods Div- 
ision of the Treasury, the National 
Physical Laboratory and the Minis- 
try of Pensions and National Insur- 
ance. Its main purpose is to explain 
in detail the preparation of payrolls 
by electronic methods. The payroll 
used in illustration is that of certain 
offices of the Ministry of Pensions 
and National Insurance, covering 
over 3,000 employees. The equip- 
ment concerned is the DEUCE, a 
version of a computer developed by 
the National Physical Laboratory. 
The illustration is based on the use of 
punched cards for certain operations 
but also on the use of magnetic tape 
which is not yet available in this 
country. 

The report is of considerable 
interest to industrial accountants. It 
outlines the general principles on 
which electronic computers work and 
is thus a good guide for those’ not 
already familiar with these machines. 
It also explains in some detail the 
working of the equipment in the 
various operations and calculations 
involved at each stage in the prepara- 
tion of a payroll—it is here that the 
publication is likely to be of most 
value to the profession. By implica- 
tion it illustrates how the necessary 
information must be brought to- 
gether at the proper time in order 
that the system can produce the 
required results, a feature important 
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to tax problems 


with a logical approach 
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BRITISH TAX REVIEW 


A New Quarterly for 
ACCOUNTANTS 
LEGAL ADVISERS 
BUSINESS EXECUTIVES 
and others concerned with the burden of tax 


THE NEED 


There is clearly a growing need for a periodical of the highest 
quality in which problems of tax can be exhaustively examined not 
merely in the setting in which they arise but with due regard to 
their effects in related fields of taxation. 

Taxation today is not merely onerous, it can be crippling. It 
pervades every transaction. It is also exceedingly complex and 
before decisions are taken the tax factor must be considered from 
many angles so that the relief in one direction may not attract 
additional tax in another. 

Taxation breeds specialists and it is most necessary to consult 
them when occasion arises. But to do this at the right time and 
with economy requires a background knowledge of tax and its 
problems which is not easy for advisers and executives to acquire. 


FUNCTIONS OF THE B.T.R. 


The BRITISH TAX REVIEW has two main purposes: 

First, to provide the necessary elbow-room in which a topic 
can be analysed with a view to drawing conclusions and suggesting 
future developments and applications. 

Secondly, to provide a complete referencer to all current 
developments in the tax field gathered from all sources—cases, 
statutes, regulations, practice notes, statements by Ministers and 
Revenue departments—these are gathered together under the 
heading “Current Tax Intelligence” and arranged according to 
subject-matter. 

In our judgment these objectives can best be achieved by a 
Quarterly, that is to say by publication at such measured intervals 
as will give the editors the time required for proper consideration 
of their material. 
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While the BRITISH TAX REVIEW will in no sense be a tax 
dodger’s vade-mecum it will as a part of its function make a special 
feature of the planning of business and personal affairs with the 
object of attracting the minimum tax: a series of articles on 

a = = a “Modern Methods of Minimising Taxation” has commenced in 
.* — —————— the first issue. 

4 erare ee dee The Review will of course be written by practising specialists 
& ae goa erate z in the different fields of taxation but their work will be subject to 
: : . a co-ordinating editorship and will, so far as the technicalities of a 
highly technical subject permit, be written in ordinary jargon-free 
English. 


We are convinced that it will pay you to take out a 
subscription today. 


ORDER FORM 


To Sweet & MAXWELL, LtD., 
a Shee es ae 3 Chancery Lane, 
: a he si : London W.C.2 Telephone : Cl1Ancery 5462 


Please send me/us the BRITISH TAX REVIEW for 1956. 
22s. 6d. post paid. (Annual subscription 30s.) 


And continue thereafter until countermanded. 


(J remittance enclosed. (1) charge to account. 


See aS cig 


Sweet & 


Printed in Great Britain by The Eastern Press, Lid., London and Reading 
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in the use of all mechanical equip- 
ment. 

The report gives the make-up of 
the comparative costs of preparing a 
payroll by electronic methods com- 
pared with ordinary clerical methods. 
This comparative costing shows 
clearly how much cheaper in favour- 
able circumstances the use of elec- 
tronic equipment can be. The number 
of charts illustrating the processes 
involved in the electronic preparation 
of payrolls are a useful feature of the 
booklet. Throughout the emphasis is 
on practical working. The report is 
an authoritative contribution to the 
stock of readily available knowledge 
about computers, repaying careful 
study not merely by those who wish 
to keep abreast of developments in 
electronics, but more especially by 
those who wish to see in detail how 
ordinary office functions must be 
organised for the application of 
electronic equipment — accounting 
and otherwise. 


—II. Costing under Automation 
ANOTHER IMPACT OF electronics upon 
the accountant is in the costing of 
automation in the factory. The 
earlier report on automation made 
by the Department of Scientific and 
Industrial Research and commented 
upon in our Editorial article last 
month—see page 209—went into this 
question. (The Department is the 
parent body of the National Physical 
Laboratory, whose work on elec- 
tronic wage accounting we have dis- 
cussed in the preceding note.) 

A passage from the Department’s 
booklet reads: 


It is apparent . . . that those who do 
research into operations must col- 
laborate closely with cost accountants. 
For one thing, cost accountants will 
have to supply research workers with 
much of their information. On the 
other hand, automation, by changing 
the balance of costs, may throw up 
problems of method in costing that 
cannot be solved without studies in 
the factory. 

One result of the change is that 
maintenance and amortisation form a 
much higher proportion of costs than 
before. As a result, there may have 
to be a change of emphasis in ways of 
comparing and controlling costs. 
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Rule-of-thumb methods of allocating 
overheads make an adequate basis 
for fixing prices, but they can be 
grossly misleading when used in 
estimating the real cost of alternative 
methods of production. Suitable 
methods of costing may have to be 
developed in the light of studies on 
the shop floor so as to distinguish 
between costs of three kinds; those 
that arise from the amortisation and 
servicing of capital (they enter into 
consideration only when there is a 
question of investing in new plant, but 
they may accrue even when a machine 
is left idle); costs, like maintenance 
and consumption of power, that arise 
directly from the operation of the 
plant, though they are generally 
classed as overheads; and the cost of 
labour directly involved on _ pro- 
duction. (Note that the distinction 
between direct and indirect labour 
may lose its relevance in a highly- 
capitalised plant.) 
These thoughts seem somewhat 
naive. The sub-division of costs here 
mentioned is far from novel: it is 
well-established. While automation 
will bring additional work in making 
costings and may produce difficulties 
in obtaining the data, it will hardly 
call for methods of ascertaining and 
controlling costs different from those 
that have been worked out over the 
years. It is singular that in an official 
publication of this kind the Depart- 
ment of Scientific and Industrial 
Research should show itself so poorly 
acquainted with the techniques and 
applications of cost accounting. 


Shorter Notes 


Cost Accountants’ New President 

Mr. Ian T. Morrow, C.A., F.C.W.A., has 
been elected President of the Institute of 
Cost and Works Accountants. Mr. 
Morrow, who became a member of the 
Institute in 1939, joined the Brush 
Group as a director in 1951 and became 
joint managing director this year. He is 
a member of the Grand Council of the 
Federation of British Industries. Mr. 
H. J. Furness, F.c.w.a., chief cost 
accountant of Hoover Ltd., was re- 
elected Vice-President and Mr. J. 
Borsay, F.c.W.A., chief accountant to 
Ferguson Palin Ltd., was elected an 
additional Vice-President. 
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New President of I.M.T.A. 

We have pleasure in congratulating Mr. 
E. Sinnott, F.1.M.T.A., F.S.A.A., upon his 
investiture as the new President of the 
Institute of Municipal Treasurers and 
Accountants. Mr. Sinnott is chief ac- 
countant of the South Eastern Electricity 
Board and is the first President of the 
Institute to be drawn from one of the 
public boards. Mr. Sinnott became 
Borough Accountant of Worthing at 
the early age of 28. In 1932 he took first 
place in the final examination of the 
Institute of Municipal Treasurers, and he 
is also an honours man of the Society of 
Incorporated Accountants. The new 
Vice-President is Mr. W. O. Atkinson, 
M.B.E., F.I.M.T.A., County Treasurer of 
Middlesex. He, also, took first place in 
the final examination of the Institute 
(in 1929). 


Government Advances for French 
Accountants 

A noteworthy step in the financing of 
professional men is being taken in 
France. By a recent decree loans may be 
extended from Government funds for 
capital purposes to members of a num- 
ber of professions, including qualified 
accountants. Those receiving loans must 
be of French nationality. The conditions 
upon which loans will be granted have 
yet to be published. 


Cost Investigation by Ministry of 
Education 

Sir David Eccles, the Minister of 
Education, announced at the recent 
annual conference of the Institute of 
Municipal Treasurers at Torquay that a 
cost investigation unit was to be set up 
in the Ministry of Education. The unit 
would provide an investigating and 
advisory service to make comparisons 
of unit costs of education, to analyse 
reasons for variations in costs and to 
spread knowledge of ways in which 
some authorities were keeping costs 
down. Use would be made of sampling 
methods. 


Trustees Still Confined 

The Private Member’s Bill for extending 
the range of trustee investments (see 
ACCOUNTANCY for May, 1956, page 164) 
is now finally withdrawn. The Financial 
Secretary to the Treasury has repeated a 
promise of eventual Government legis- 
lation, but has stated that so far Mini- 
sters have not been able to devise a 
procedure for “widening the powers of 
trustees in a way that is both feasible and 
likely to avoid the real dangers of a 
general and widespread relaxation of 
responsibilities without distinction.” 
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EDITORIAL 


The Social Accounts 


servants, mostly economists and statisticians drawn 

from the universities, began to calculate systematically 
the national income of the country. Their results rapidly 
became an essential ingredient of war planning on the 
economic and financial front. These pioneers—they were 
certainly pioneers in the relative precision, regularity 
and comprehensiveness of their figures, for earlier 
workers on the national income had produced only 
sporadic and very rough estimates—gave the government 
new tools for shaping its policy, shunted the train of 
economics on to a new track and initiated a new branch 
of statistical inquiry. Within a very short time, the 
annual White Paper on the National Income and Ex- 
penditure had become indispensable to the framing of 
the Chancellor’s Budget, and to an understanding of it. 
By now, a decade and a half after those first ruminations 
in sand-bagged offices and air raid shelters in London, the 
fuller annual Blue Book has developed into a publication 
whose elaborate tables, peppered with profound notes, 
only a specialist can confidently follow. 

The task of understanding is, however, aided greatly 
by an explanatory volume compiled by the Central 
Statistical Office and now published (National Income 
Statistics—Sources and Methods, H.M. Stationery Office, 
price 25s. net). This is not exactly a bed-side book— 
certainly it is not for the guest’s bedroom—and it can be 
put down without difficulty. But it does provide, for the 
first time, a detailed description of how the British statis- 
tics of national income are compiled. The sources of even 
the smallest items in the social accounts are given; the 
reasoning lying behind the form of the accounts is set out 
conscientiously; margins of error are ascribed. 

We are shown how the national product may be cal- 
culated—and is calculated—by the three routes of 
income, output and expenditure. In the broadest sense, 
the total incomes of factors of production must be the 
same (errors and omissions excepted) as the total of the 
net outputs of all producers, and both, again, must 
equal the sum of all expenditures. The economy may be 
split into sectors, and inter-dealings among the sectors 
may be traced and quantified. In the British social 
accounts there are four sectors—persons (including 
unincorporated businesses), corporate enterprises (sub- 
divided into companies and public corporations), public 
enterprises (sub-divided into the central government and 
the local authorities) and the rest of the world. For each 
of the three economic functions—production, consump- 
tion and adding to wealth—there is a particular account 
(“‘not very different from the types of account used in 
business accounting, which are similarly described’’). 
The three accounts are the production or trading account, 
the income and expenditure or appropriation account, 


| Some in the war a handful of temporary civil 


and the capital or investment account. For each sector, 
and for the whole economy, all three accounts could be 
drawn up, but fewer accounts are used in the British 
statistics. 

While elaborating on this accounting framework, the 
compilers give some useful titbits of information. Thus, 
the distribution of profits by accounting dates is approx- 
imately: 25 per cent. in the accounting year ending in 
January/March; 10 per cent., April/June; 15 per cent., 
July/September; and 50 per cent., October/December. 
The average accounting year, weighted by the amount of 
profit, ends about the beginning of December. For all 
businesses whose profits exceed £2,000 a report showing 
the profit of the current year compared with that for the 
preceding year is sent to the head office of the Inland 
Revenue by the local office as soon as the accounts are 
received, and if the profits exceed £5,000 a further report 
is sent when the liability is agreed. In January of each 
year the Inland Revenue asks businesses whose profits 
are likely to be £10,000 or more to forecast the figure 
before submitting accounts. 

Some major problems in national income accounting 
persist, this volume makes quite clear. There is the text- 
book one of the housewife who is surely producing at her 
daily chores in the home, equally with her husband in 
office or factory, but whose output is unrecorded in the 
statistics. There is the unsatisfactory gap in the British 
social accounts under the heading “‘depreciation”’. What- 
ever may be said on the controversy about depreciating 
by historical or replacement costs in_ professional 
accountancy, all are agreed that in accounting for the 
national income, the depreciation to be deducted from 
gross capital formation in order to arrive at net capital 
formation must be computed on replacement costs. The 
Central Statistical Office confesses itself unable to 
produce estimates on this basis. Yet in the past it has not 
been beyond the powers of statisticians in the Economic 
Commission for Europe to give estimates on the replace- 
ment costs basis for the British economy—and, indeed, 
a worker in the Central Statistical Office itself has 
independently published figures. 

The social “‘accounts”’ appear officially in the form of 
two-sided tables rather than accounts of a double-entry 
kind, though private workers re-cast them into formal 
accounting shape from time to time. The accountant, but 
probably not the economist—and what of the ordinary 
intelligent man-in-the-street?—-would probably prefer to 
see the figures in double-entry form, and would under- 
stand them better that way. It is an intriguing thought 
whether the Blue Book would be drawn up in double- 
entry style if there had been one or two accountants 
among that handful of economists and statisticians back 
in 1940 and 1941. . 
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There’s news ... excellent news... for every one interested in 


all-purpose adding-calculators. Monroe models in this category, both hand 


. 
. 
Miss Monroe's excited, 


and electrically operated machines, have been restyled and re-designed 
She’s highly delighted, 


to give simpler, smoother, faster operation than ever before. These At news that will soon be the talk of the 
; E ‘ town... LN’s! LA7’s! 
new LN’s and LA7’s are streets ahead of anything else in their ; 
They're new and... good heavens ! 


class. But there’s more to it than this. Improved production Their quality’s UP and their prices are DOWN ! 


methods, geared to the growing demand for this type of 
calculator, have actually enabled us to reduce prices. 


Monroe Calculating Machine Company Ltd., 
Bush House, Aldwych, London, W.C.2. 
COVent Garden 0211 


This is the LN-160 


. . an entirely new model 
incorporating all the latest improvements 
and precision-built to give an 
incomparably smooth and satisfying 
action. Test it for yourself. 
It may well prove to be perfectly adequate 


for a/l your requirements — 


though it costs only £85! ge 
Porton Please write for full specifications. ' ’ 
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TO BEAT 
THE SQUEEZE 


The new Anson Mercury Recorder will provide 
an effective answer to your increasing problem of 
overheads. Just one writing gives three postings 
simultaneously, saving time and money and 
yet increasing clerical output. 


SALES I. as Statements go out on time 
LEDGER money is received on time. Journal and 
WORK Ledger produced simultaneously. 


PURCHASE 2... . tight control of this section will 

LEDGER produce maximum discounts and benefits. 

WORK Remittance Advice, Journal and Ledger in 
one operation. 


PAYROLL 3... . Anson Payroll will produce savings 


WORK up to 100% for every £ invested every 
year. P.9., Payroll and Payslip in one 
operation. 

STOCK 4... . the mountain of wasteful slow 

CONTROL moving stock tying up your money is 


reduced to molehill size, releasing valuable 
capital. 


MULTIPOST 
ACCOUNTING 


NSON 


' remains COUPON eSpereneDeneeraseD 


| GEORGE ANSON &CO.LTD. | 
{ Anson House, 58 Southwark Bridge Road, London, S.E.1. | 
i Tel: WATerloo 37469 r] 
j Please send full details of the ANSON MERCURY : 
NAME TITLE { 
i COMPANY 
1 = appress ! 
} t 
i I 
1 Please tick applications of interest: ' 
© Sales Ledger 0 Purchase Ledger ! 

0) Cash Book and Receipts 0 Stock Control 1 
I 0 Traders’ Credit Payments 0 Costing 1 
i 0 P.A.Y.E. 0) Other applications | 
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HALIFAX 


BUILDING 
SOCIETY 


SAVING + INVESTING 
HOME - BUYING 


ASSETS £264,000,000 
LIQUID FUNDS £40,000,000 
RESERVES £1 1,800,000 


HEAD OFFICE * HALIFAX Yorks, 
LONDON 51/55 STRAND WC2 


Branches and Agencies throughout the United Kingdom 


FOR MEN WHO DICTATE LETTERS 
AND FINANCIAL POLICY 


THE CETUULTD 


ct =—— 


DICTATING MACHINE 
As used by 
THE SOCIETY OF INCORPORATED ACCOUNTANTS 


50 gns 
COMPLETE 


Supplied by the GRUNDIG Specialists 
RECORDING MACHINES LTD. 


119 VICTORIA STREET * LONDON: S.w.1 
Tel.: Tate Gallery 0326 
Branches: BIRMINGHAM SOUTHAMPTON 
Write for details of country-wide sales and service arrangements 
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What ratios between items in the accounts can be usefully 

compared from one concern to another? Or from one concern to a 
group of others? How should the ratios be arrived at? 

A study group answers these questions. 


Accounting Ratios 


AT THE INSTANCE Of the British Institute of Management,* 
a group was formed in January, 1955, to study the use of 
accounting ratios for the purpose of making inter-firm 
comparisons. The object was to identify ratios that would 
help the managements of small and medium-sized firms: 

(a) to test their relative “efficiency” (in a broad sense); 

(b) to make policy decisions for the future. 

The members of the group were: 

Chairman: Professor F. Sewell Bray. 

(1) Industrial Accountants 

Mr. K. Adams, 
Mr. E. H. Davison, 
Mr. C. E. Sutton. 
(2) Practising Accountant 
Mr. T. Kenny. 
(3) Applied Economists 
Dr. T. Barna, 
Mr. R. J. Brech, 
Mr. Leo T. Little, 
Mr. A. R. Smith. 
(4) From the British Institute of Management 
Mr. H. Ingham, 
Mr. R. Warwick Dobson, 
Mr. L. Taylor Harrington. 

In this report an attempt is made to set out the general 
principles governing the preparation and use of account- 
ing ratios for inter-firm comparisons. As background to 
the examination of the subject, the group has had the 
benefit of consulting a paper prepared by the British 
Institute of Management on American Management 
Ratios and the opinions of a number of individuals and 
companies in this country. 


GENERAL CONSIDERATIONS 

An accounting ratio is an arithmetical expression of the 
relationship between two figures produced as a result of 
the normal accounting process. In view of the widely 
varying accounting practices in use, it is essential that, in 
comparing ratios, comparability of the figures and con- 
sistent definition of terms in any given trade should be 
established as a first step to any inter-firm comparisons. 


*The British Institute of Management is carrying out a special 
study of methods of interfirm comparison. The study has been 
made possible by a grant from the Department of Scientific and 
Industrial Research from funds derived from United States 
economic aid. 


D 


Inter-firm Comparisons 

As a general rule, it is only among firmst in the same 
industry that comparisons have any usefulness for man- 
agement purposes, though an examination of ratios in 
different industries may illustrate (1) different methods of 
trading, or (2) different uses or sources of capital, or (3) 
different policies. 

The primary purpose of inter-firm comparisons of 
accounting ratios, however, is to indicate to the manage- 
ments of firms in the same industry significant variations 
between the internal accounting ratios of the firm and 
such ratios of other firms, or groups of firms, so that 
weaknesses in the financial structure or deficiencies in the 
profitability of the firm may be revealed. Comparisons 
made with such a purpose demand a higher degree of 
comparability than normally exists between large and 
small firms in the same industry; indeed completely valid 
comparisons can be made only between firms of similar 
size engaged in similar business and (particularly in 
large countries such as the United States) in similar 
localities. 

In addition, therefore, to industrial grouping, con- 
sideration must be given to grouping of similar businesses 
within the industry, either by size of firm, or by locality, or 
by product groups, or by a combination of such factors. 


Heterogeneous Activities 

Many large firms, furthermore, consist of a number of 
units each engaged in a different industry. Opinions 
differ regarding the value of accounting ratios prepared 
from the aggregate figures of such firms. For inter-firm 
comparisons within a given industry, the total figures of 
such firms must be broken down so that separate figures 
of the firm’s activities in that industry are available for 
comparison with those of other firms in the industry. 


Presentation of Comparisons 

Accounting ratios, even those produced for homogeneous 
groups of firms, expressed as a simple arithmetical 
average have serious limitations as a guide to manage- 
ment. They do no more than indicate an average per- 
formance, and in particular give no indication of the 
extent of the improvement to be achieved within the 


+The word ‘‘firm” is used herein to denote any business unit, 
whatever its legal constitution. 
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firm. In addition to the average ratio there should there- 
fore be indicated the ranges in each group.* 

The extent of the elaboration of the presentation must 
depend on the importance attached to each aspect of the 
figures, but as a general rule it should be borne in mind 
that (particularly in the small and medium-sized busi- 
ness) interpretation of the ratios will often depend on 
individuals to whom simple figures are more likely to 
appeal and to prove useful. 

Even in the presentation of simple ratios, however, 
much may be gained by presenting the figures in such a 
way that improvement in a position is consistently indi- 
cated by an increase in the ratio. This approach simplifies 
inter-firm comparisons, and also internal comparisons of 
ratios between one period and another. On the other 
hand, in some cases it is not certain in which direction 
“improvement” lies, and this is particularly so in con- 
sidering ratios of capital employed. In the case, for in- 
stance, of the ratio of stock turnover, the average may 
well be the ideal, and departure from the average may 
indicate in the one direction that business is being lost 
through lack of stock, in the other direction that invest- 
ment in stock is too high. 


Consistency 

Finally, in a general examination of the principles and 
purposes of accounting ratios, it must be borne in mind 
that they will indicate no more than the direction in which 
improvements within the business must be sought and a 
broad guide to the possible scale of improvement. 
Arithmetical precision is not to be expected nor is it 
necessary; consistency in presentation however must 


always be sought. 


THE ESTABLISHMENT AND USE OF RATIOS 

The Primary Ratio 

That ratio which embraces all the investment and 
activities of a firm is “return on capital employed,” 
indicating the efficiency, in the financial sense, of the use 
of capital. The preparation of this ratio necessitates the 
establishment of a consistent method of stating both 
capital employed and the return thereon. 


Capital Employed 
The statement of capital employed involves consideration 
of the relationship between money values at different 
points in time. A marked inflationary trend, for instance, 
will lead to the statement of assets in monetary terms 
which progressively become out of scale with the 
monetary terms in which current income and expenditure 
are represented. In the long run, even allowing for loss of 
efficiency and high repair bills, old assets will tend to be 
represented as producing a higher proportionate return 
than new, a result purely of their date of acquisition. 
For management use, therefore, capital employed 


*One commonly ‘accepted method in a financial comparison is 
to show the arithmetic average, the median and the first and third 
quartiles, but other and simpler methods may be sufficient when 
the number of firms is small. In some cases it may be appropriate 
to calculate the mode. 
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should invariably be represented in current monetary 


terms; this will usually involve adjusting the value of 


fixed assets (and, if appropriate, the relevant depreciation 
provisions) into line with current replacement costs, for 
instance, by reference to current fire insurance valuations. 
To be strictly accurate, stock ought also to be valued in 
current terms, but in the short term differences in age of 
stock will not matter for the purpose of inter-firm com- 
parisons.} Many firms carry on activities outside their 
main operations, such as investment in associated com- 
panies or other securities, housing, and retail outlets in 
the case of manufacturing companies. For all ratio 
comparisons, whether inter-firm or internal, such an- 
cillary investments must be excluded from the capital 
employed, which should be restricted to the capital in- 
vested in operations. If the firm carries on more than one 
homogeneous business, a separate statement of capital 
employed should be prepared for each. 

It should be understood that capital employed is here 
regarded in terms of a statement of net operating assets, 
i.€., gross assets, excluding intangible assets such as good- 
will, /ess current liabilities, and this approach is necessary 
if further examination is to be made into the component 
parts of employed capital. If on the other hand compari- 
sons are to be made indicating the rate of return to the 
suppliers of capital, regard must be paid to the sources of 
capital rather than to its employment. Sources of capital 
are, however, expressed either in terms of a fixed sum, 
not affected by monetary inflation, or by a figure of 
“equity” which is consequential upon the way in which 
assets are stated in the balance sheet. Such figure of 
“equity” is therefore not readily susceptible to adjust- 
ment for monetary instability without reference to any 
adjustment in asset values which may be necessary, and 
its use leads therefore to the calculation of ratios which 
may easily be difficult to understand, or at worst mis- 
leading unless carefully explained. 


Components of Capital Employed 
The essential figures in the statement of “‘capital em- 
ployed” fall into three groups: 

(a) Fixed assets, excluding intangible assets. 

(b) Stocks, stores, and work-in-progress. 

(c) Other net current assets. 

For practical purposes it will usually be found that the 
aggregate of fixed assets and stocks, stores, and work-in- 
progress can be treated as the capital employed in opera- 
tions. In some industries, however, the employment of 
capital in other net current assets, particularly in debts, 
may be of importance and such assets should then be 
included in the comparison of capital employed. This 
method avoids the difficulty of defining the amount of 
working capital other than stocks, which is not readily 
ascertainable, and is frequently a matter of policy. 


Current Replacement Cost 
Furthermore, for purposes of comparison of operating 


+It must be remembered that, if there is a material element of 
fixed assets in the valuation of stock, an adjustment must be made 
to the valuation of stock. 
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efficiency it may be found more useful to include fixed 
assets in “fixed capital employed in operations” at current 
replacement cost before deduction of provisions for 
depreciation. 

There is a difference of opinion concerning the deduc- 
tion of depreciation. On the one hand it is asserted that to 
deduct accumulated provisions is to prejudge the de- 
clining efficiency of fixed assets which it is the purpose of 
the ratios to disclose and measure, and provisions for 
depreciation are largely a matter of policy, in which 
uniformity is not to be expected: their deduction from 
the investment in fixed assets inevitably leads to lack of 
comparability in inter-firm comparisons and is a source of 
some misconceptions in comparisons within individual 
firms. 

On the other hand it is felt by some that the logic of 
including fixed assets in operating capital employed at 
current cost as new is open to some doubt in those in- 
dustries where an active secondhand market in used assets 
exists. The usefulness of approximate tests based on gross 
current costs where the fixed assets have long effective 
working lives can be seen. But the argument is perhaps 
not so convincing when the fixed assets have relatively 
short lives because of technological change. 

In any event, whenever accounting ratios are pub- 
lished the definition and methods of valuation of fixed 
assets must be clearly stated. 


Return on Capital 

The return on capital is expressible in terms of “‘net 
profit” as usually understood for accounting purpos¢s. 
As in the statement of capital employed, however, income 
and expenditure relating to activities ancillary to the main 
business must be excluded from the calculation of 
“operating profit,” and the provision for depreciation 
must also be adjusted to the provision appropriate to 
current replacement cost. 

It is for consideration whether both “‘profit before tax” 
and “profit after tax” be presented in relation to the 
return on capital employed by the firm, but in presenting 
a ratio confined to the operations of the company this 
may not be practicable, and the purpose of the ratio will 
be served by dealing only with “profit before tax.” 


Component Figures 
The figures composing the “return on capital” therefore 
comprise the normal headings under which income and 
expenditure are recorded in the profit and loss account, 
and the extent of the analysis which may be necessary will 
depend on the type of business and the extent of the 
examination of the accounting ratios. 
In a manufacturing business the general headings will 
be: 
I. Income: 
(a) from sales.* 
(b) other income. 


*The return on capital can also be looked at in terms of 
substituting for sales the value of output at selling prices. 
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Il. Expenditure: 

(a) Materials consumed in sales. 

(b) Conversion cost of sales, adjusted for stocks 
and work-in-progress and analysed as necessary 
under such headings as wages (including 
salaries and remuneration of working pro- 
prietors), depreciation, repairs and maintenance, 
and administrative overheads. 

(c) Other expenses. 


Use of the Primary Ratio 

The value of the ratio of the total return on total capital 
employed is that it indicates the efficiency with which the 
latter is being used, i.e., a low return may indicate under- 
employment of capital, or alternatively it may indicate 
that capital is fully but (in the financial sense) inefficiently 
employed. To locate the cause of a low return the ratio 
must be broken down into its constituent elements of 
operating capital compared with operating profit, and of 
other capital compared with other income. 

In inter-firm comparisons only “return on capital em- 
ployed in operations” is of any significance, and from this 
point onwards “capital employed” is used in this sense, 
as defined on page 268 above. Should such a ratio for an 
industrial group indicate to the management of a firm 
that some internal improvement is possible, it is apparent 
that further help must be sought in explanatory ratios (or 
“Secondary Ratios’’). These will be of three kinds: 

(a) Ratios between the constituent elements of capital 

employed and other balance sheet items; 

(b) Ratios between the constituent elements in the 
calculation of profit. 

(c) Ratios between the constituent elements in the cal- 
culation of capital employed and the constituent 
elements of profit. 

These are referred to as “Financial Ratios, 

Ratios,” and “Operating Ratios”’ respectively. 


7 4s 


Expense 


Secondary Ratios 


Financial Ratios 
Examination of financial ratios may be undertaken to 
indicate, by comparison with group ratios, possible faults 
in the structure of the business which may lead to unsat- 
isfactory profitability or financial difficulty. 

Some ratios are indicated below: 


(a) Fixed assets: stocks, stores, and work-in-progress 

A high ratio here could indicate either (i) efficient stock 
and stores management, or (ii) underemployment of 
fixed assets. 

A separate statement of unused capacity would result 
in a clearer indication of which of these alternative 
explanations is appropriate. For comparability, all firms 
in one industry must measure capacity in the same way. 

In any industry the efficiency of the use of capital 
employed depends heavily on a proper balance of the 
components of capital employed. It is probable that (in a 
normally efficient industry in periods of normal pros- 
perity) the average ratio will indicate a proper balance in 
this case. Should an abnormal ratio in any part of the 
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group be allied to an abnormally high “return on capital” 
ratio, however, this might indicate, e.g., that there is 
room for a general improvement in stock control in the 


industry as a whole. 


(b) Capital employed: liquid assets 

Liquid assets mean all immediate financial claims, such 
as bank and cash balances, and short-term marketable 
securities, e.g., tax reserve certificates. In assessing the 
cash resources of a business it will also be appropriate to 
include any unused overdraft facilities which may be 
available. 

A low ratio would indicate under-employment of re- 
sources and a high ratio might indicate a lack of finance. 
In this case an indication of a low ratio is more positive, 
since a lack of finance is probably better indicated by 
other ratios. (See (c) below.) 


(c) Current assets (excluding stocks, etc.): current 
liabilities 

This indicates the adequacy (or otherwise) of the cash 
resources and money claims of the business. Again, in 
assessing the cash resources of the business it will be ap- 
propriate to include any unused overdraft facilities 
available. A downward trend coupled with a ratio of 
unity or less might indicate financial stringency, but may 
alternatively indicate current liabilities on long-credit 
terms compared with debtors on short-credit; the rate of 
money turnover will be important (liquid balances to 
total transactions). 


(d) Fixed assets: accumulated provisions for depreciation 
Fixed assets in this ratio mean gross fixed assets. 

If any uniformity can be achieved within the industrial 
group, this ratio (in which both parts are expressed in 
terms of current costs) indicates the elapsed life of the 
fixed assets. This has special significance in relation to the 
return on operating capital employed, as an indication of 
the extent to which modernisation of plant can in prac- 
tice improve the profit-earning capacity of the firm. To 
make the comparison as informative as possible, the 
firms within the industrial group should be grouped so as 
to show the highest, lowest and average returns on capital 
employed as compared with the ratios of fixed assets to 
accumulated depreciation provisions. If provisions for 
depreciation represent a high proportion of fixed asset 
values, a correspondingly high proportion of liquid 
resources to total capital employed should be revealed, 
otherwise further calls for money for asset replacement in 
the near future may be indicated. 


Expense Ratios 
The main purpose of the comparison of expense ratios is 
to reveal to the individual firm unsatisfactory relation- 
ships between income and the components of expense. 
The choice of ratios will depend heavily on the type of 
business involved; in the case of a manufacturing busi- 
ness the number of possible comparisons would normally 
be greater than in a retail business, since in a manufac- 
turing business the various components of costs of pro- 
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duction are of major importance in the assessment of 
efficiency. 
As examples the following three ratios are given: 


(a) Sales income: the material component in cost of sales 
A comparison of this kind may indicate the results of 
good or bad buying or the effective use of materials. 


(b) Sales income: the conversion cost component of sales 
income 
This, for a manufacturing business, is probably the 
most useful comparison as indicating the general effi- 
ciency of the production process. In an industry in which 
the raw material cost forms a high proportion of total 
cost, and especially if its price is subject to violent 
fluctuations, this ratio can, however, be misleading. 

In current circumstances labour is often the limiting 
factor and an indication of the economical or wasteful 
use of labour is highly valuable to many businesses. 


(c) Sales income: the overhead content of cost of sales 

A comparison of this kind naturally presents many 
difficulties in the achievement of uniformity within an 
industry. The comparison, however, provides a valuable 
guide to the economy of administration. 


OPERATING RATIOS 

The preparation of ratios linking up the elements of capi- 
tal with the various elements in the income from and 
expenditure on operations provides a wide and complex 
choice of ratios. Below are indicated a few of those which 
are regarded as being of most value in general use, though 
in certain industries certain aspects of each ratio may 
require special and separate treatment. 

The main object is regarded as being the most efficient 
use of capital and the ratios that follow may reveal certain 
aspects of the primary ratio that lead to a purposeful 
investigation of special aspects of an individual business. 


(a) Sales income: operating capital employed 

This ratio obviously reveals the rate of turnover of the 
capital employed which, in most businesses, is one of the 
governing factors in profitability. It can be, however, no 
more than a broad indication of efficiency or inefficiency, 
after which, if there is cause for investigation, there must 
be an examination of ratios in sectors of the capital 
employed. 


(6) (i) Sales income: fixed assets 
(ii) Sales income: stocks, stores, and work in progress 

These comprise two fields for investigation in relation 
to unsatisfactory trends revealed in ratio (a) above. Both 
are susceptible to further analysis which may be necessary 
in considering the special aspects of individual industries. 
As already pointed out in the section devoted to financial 
ratios, careful consideration must be given to the way in 
which the investment in fixed assets must be expressed 
and similar considerations will in many cases apply to the 
statement of stocks, stores, and work in progress. 
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In many businesses of a seasonal character it will be 
necessary to average the investment in stocks, stores, and 
work in progress over the period of the sale income. This 
may be done broadly on an average of quarterly figures 
or more accurately on an average of monthly investment 
in stocks, stores, etc. 


(c) Sales income: trade debtors 

This is a comparatively simple and often-used ratio which 
indicates the general state of the credit allowed and the 
efficiency with which credit control is administered. 


(d) Operating profit: net sales 

This ratio indicates the profitability of sales. The ratio 
is not so significant for a business with a slow rate of 
turnover as for a business with a fast rate of turnover. It 
should be compared with the ratio of operating profit to 
capital employed, since a high figure of profit on sales 
may mask a low yield on capital employed. 

If the ratio indicates the need for further analysis, it 
might be appropriate, where possible, to break down the 
total cost of production and selling into its constituent 
parts (adjusting each for the cost element of work-in- 
progress, as necessary) and to express each part as a 
percentage of the net sales figure. 
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(e) (i) Conversion cost: stocks, stores, and work in progress 

(ii) Conversion cost: work in progress 
If an indication of a slow rate of turnover of capital 
employed is given by an examination of ratio (a) above, 
an examination of either (i) or (i) and (ii) combined will 
narrow the field of inquiry. In a manufacturing business 
the rate of turnover of work in progress is usually of the 
highest importance. 


CONCLUSION 

The above suggestions provide no more than a general 
framework within which a system of financial ratios can 
be built up. It is not suggested that all the ratios will prove 
necessary or even informative in all cases. Careful selec- 
tion must be made to ensure that the main aspects of 
each industry are revealed without duplication, and if 
this is done the use of ratios may provide a spur and a 
pointer to improved efficiency. 

The collection of information for publication must 
necessarily be done by special arrangement within the 
industries or groups within the industries concerned. The 
published accounts of companies are clearly not suffi- 
ciently uniform, either in presentation or in the way in 
which assets are stated, to have more than a very limited 
value. 


To offer creditors an arrangement in bankruptcy has superficial 
attractions for an insolvent debtor. But on examination such an 
arrangement has disadvantages compared with one outside 
bankruptcy. 


Arrangements with Creditors 


by Daniel Mahony, F.s.A.A. 


THE BANKRUPTCY ACTS treat deeds of arrangement with 
great jealousy. These deeds are regarded as trespassing on 
the preserve of bankruptcy law. It seems to be implied 
that any arrangement carried out under the Deeds of 
Arrangement Act could equally well be administered as a 
scheme of arrangement or composition in bankruptcy. 
Indeed, the writer has often heard that contention 
advanced. It may therefore be of interest—and since the 
Committee of Inquiry into the Bankruptcy Law is now 
sitting, it is certainly topical—to compare the two methods 
of administration and to attempt to assess their respective 
merits. 

Perhaps the most practical way of examining the 
problem is to consider it from the point of view of the 
advice to be given to a debtor who is about to seek an 


arrangement with his creditors. No debtor who has a 
hope of all of his creditors accepting an arrangement or 
composition outside of bankruptcy is likely to file his 
own petition in bankruptcy in order to bring about the 
arrangement. He would without doubt have recourse to a 
deed of arrangement—and that would be his proper 
course. If, however, there was some doubt about a small 
minority of creditors accepting the proposed deed, 
recourse could be had to a scheme of arrangement in 
bankruptcy. It must be remembered that any one 
creditor whose debt exceeded £50 could upset the private 
arrangement by proceeding to bankruptcy, whilst if the 
debtor filed his own petition in the first place and then 
proceeded to offer a scheme of arrangement or compo- 
sition in the bankruptcy, dissentient creditors would be 
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compelled to accept, provided a majority in number 
representing three-fourths in value of the creditors 
accepted the scheme. This sounds simple in theory, but in 
practice the situation is very different. 


Arrangement or Composition in Bankruptcy 

The protection for the debtor so obviously offered by 
the bankruptcy procedure must not be allowed to mislead 
into a belief that the whole process in bankruptcy is 
quite so straightforward. 

Firstly, the debtor has to face the publicity of the 
receiving order following on his petition. His business 
must cease unless his creditors wish it continued. His 
credit will certainly be adversely affected. 

Secondly, the time involved and the delay incidental to 
Court procedure has to be considered. The debtor will 
have to submit to public examination: his affairs will be 
closely examined over a period of time and reported on 
to the Court by the Official Receiver. 

Thirdly, there is the uncertainty that although the 
creditors may accept the scheme, the Court may in its 
discretion refuse to sanction it. The Court will almost 
invariably refuse to sanction any scheme providing for 
less than 5s. in the £1 to be paid to unsecured creditors. 

Fourthly, if a business is to be carried on, the position 
becomes very difficult indeed. Application will have to 
be made to the Official Receiver to appoint a Special 
Manager to carry on the business. The procedure here is 
cumbersome. The application must be made by a 
creditor or creditors to the Official Receiver. The terms 
of the appointment rest with the Official Receiver and he 
usually requires the creditor or creditors making the 
application to give an indemnity against trading loss. 
What is trading loss may in circumstances of trade slump 
be a debatable point, but the writer remembers a case 
where the Official Receiver arbitrarily insisted on regard- 
ing the deficit on any sale at less than original cost to be 
a trading loss recoverable by him under the indemnity— 
and this even though there was a fall in the market value 
of the goods sold. 

Fifthly, there is the question of cost. There will be: (i) 
the petition costs; (ii) Court fees under Table “‘A”’ at 
£1 10s. per cent. up to £5,000 and 15s. per cent. in excess 
of £5,000 on the value of the assets or the gross amount of 
the composition; and (iii) the shorthand writer’s taxed 
costs. In addition there will be (iv) the scale charges of 
the Official Receiver under Table ““B,” commencing with 
£3 per cent. on compositions up to £500 and scaled down 
to 15s. per cent. on compositions exceeding £2,000. Then 
there are (v) various minor charges, such as the cost of 
calling a meeting of creditors at ls. 6d. per head; the 
hire of room for the meeting at another 1s. 6d. per head; 
and a charge for official stationery, and so on. All very 
necessary expenditure, no doubt, but many a would-be 
arranging debtor has a shock when presented with the 
final account supplemented by these costs! 


Deed of Arrangement outside Bankruptcy 
Turn now to the deed of assignment and deed of compo- 
sition as administered outside of bankruptcy. In its 
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jealousy of these private arrangements, the Bankruptcy 
Act of 1914: 

(1) constitutes a deed of assignment an act of bank- 
ruptcy; 

(2) treats the trustee under the deed as a trespasser; 

(3) prevents the trustee appointed under the deed from 
acting as trustee in an ensuing bankruptcy; 

(4) allows the trustee under the deed to charge certain 
expenses of administration of the estate but does 
not make any provision for remuneration for his 
services; 

(5) compels the deed trustee to administer the funds 
coming into his hands in the same way as would be 
proper in bankruptcy. 

The outstanding handicap placed on the deed of 
assignment is its classification as an act of bankruptcy. 
As a consequence, it is not safe in practice to pay divi- 
dends to creditors, or indeed to make payments out of 
the estate until three months have passed since the date 
of execution of the deed. The fact that any creditor 
having a debt of £50 or more has the right within three 
months to petition for bankruptcy places in the hands of 
an unscrupulous creditor a lever for extorting from the 
debtor more than he may offer to the other creditors. 

Yet despite all these difficulties, as just enumerated, the 
private arrangement has many advantages over a scheme 
under the Bankruptcy Act. 

Firstly, there is not the taint of bankruptcy attaching 
to the debtor. A private arrangement pre-supposes 
absence of dishonesty or fraud. 

Secondly, there need be no interruption to the carrying 
on of the business. The trustee under the deed of assign- 
ment can immediately it is executed take possession of 
the debtor’s assets and, if considered advisable, employ 
the debtor or some other person with the necessary 
technical knowledge to carry on the debtor’s business. 
There may be a certain amount of damage to the good- 
will of the business but not nearly so much as that caused 
by a Receiving Order in Bankruptcy. 

Thirdly, arrangements by way of compromise with 
certain special creditors may be authorised by the deed 
itself and need not await the sanction of the Bankruptcy 
Court. This sanction, by the way, is not likely to mature 
in bankruptcy until after the conclusion of the debtor’s 
public examination. Procedure under a deed of arrange- 
ment may thus prevent a long delay. 

Fourthly, the trustee under the deed is not tied in the 
same way as the Special Manager in regard to sales of the 
debtor’s property, there being no indemnity against loss 
in trading to be considered. 

Fifthly, there is a saving of petition costs and Court 
fees and shorthand writer’s charges. 


Superiority of the Private Arrangement 

On the whole there appears to be no doubt that the 
private arrangement in its flexibility is very much a 
better method of administration than that provided by 
schemes of arrangement and composition under the 
Bankruptcy Acts. The apparent advantage arising under 
the latter is that there is a thorough inquiry into the 
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debtor’s conduct and there is less likelihood of any 
creditor being able to extort a blackmailing advantage 
from the debtor. On the other hand, creditors at private 
meetings usually appoint a competent investigator 
assisted by a committee of creditors to examine into the 
debtor’s affairs. When such an appointment is made, 
the advantage of the Court investigation becomes of less 
importance. 

The private arrangement certainly does not deserve to 
be treated by the Bankruptcy Acts as a species of pariah 
among insolvency procedures. But it unfortunately is 
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still so treated. It is nonsense to say that what can be 
done under a private arrangement outside of bankruptcy 
can equally well be done under bankruptcy procedure. 

It is pleasing to note that the Society of Incorporated 
Accountants in its recent memorandum to the Board of 
Trade Committee on Bankruptcy Law Amendment 
(published in ACCOUNTANCY for June, pages 215-221) 
has recommended alterations to the Deeds of Arrange- 
ment Act calculated to give the private individual the 
same or very nearly the same advantages as those 
accorded to companies facing similar difficulties. 


Our contributor gives a pro forma revenue account for the farmer, 
bringing out those important quantities “‘gross output,” “‘net output” 
and “‘net income.” 


A New Form of Farm Accounts 


by G. Swannell, 4.5.4.4. 


The £ s. d. of farming—largest and most important 
industry in Great Britain—is continually “spotlighted.” 
Numerous surveys and reviews examine the state of the 
industry. They make much use of the terms “gross out- 
put,” “net output” and “‘net income.” Yet none of these 
terms appears in the normal farm revenue account as 
prepared for the purposes of taxation, and they are little 
understood by many accountants and their farmer- 
clients. However, a new generation of farmers who are 
Institute-trained and statistically minded is now growing 
up. Not only will they understand the terms but they will 
want to know how their own results (or possibly, their 
fathers’) compare with the national averages. 

The farm revenue account given below is designed to 
provide information of the kind in question. It can be 
prepared by accountants from the information required 
for the annual audit, and presented in this form should 
also be acceptable for the purposes of taxation. How the 
various accounts need to be grouped is indicated. In 
brackets is shown additional information to be entered. 

It will be observed that only changes between the 
opening and closing valuations are adjusted in the 
account. A detailed valuation should appear on the 
balance sheet. For the purposes of both revenue account 
and balance sheet the valuation should comprise the 
following items: 

1. Livestock (fully detailed); 

2. Saleable crops in store; 

3. Consumable stores; 


E 


4. Fertilisers and manures; 

5. Seeds; 

6. Tenant right and cultivations. 

It will be found that agricultural valuers will readily 
supply such information that is not apparent on their 
valuation. 

The two bodies whose publications make most use of 
the three terms are the National Farmers’ Union and 
the Ministry of Agriculture. Although their methods of 
calculation are not synonymous, the differences are small 
enough to be ignored. The revenue account given here is 
an attempt, while combining the best of the ideas of both 
the Union and the Ministry, to use only figures that affect 
a tax assessment (for example, a rent equalisation figure 
for an owner-occupied farm is not added). 

Wages and contract work, vehicle repairs and ex- 
penses, general repairs and like items are grouped to- 
gether to facilitate the calculation of “efficiency factors” 
(see the review of IJnterpretation of Farm Accounts in 
ACCOUNTANCY for July, 1955, page 274) if this additional 
information is required. 

Accountants numbering farmers among their clients 
and knowing how often the farmers disregard shillings 
and pence, will agree that no useful purpose is fulfilled by 
showing figures in the accounts in more detail than to the 
nearest pound. They will also be aware how capable 
their clients usually prove to be in reckoning yields per 
acre, and will therefore, it is thought, concur in the 
innovation of the “per acre” column in the account. 
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FARM REVENUE ACCOUNT 


Purchases of livestock (detailed) 

Purchase of livestock products (for example, 
milk for resale) ~ 

Balance, being gross output carried down 


Feeding Stuffs (/ess any sales, plus or minus 
valuation — es Pr + 
Grazing 
Seeds (plus or minus valuation change) 

Decrease in valuation, tenant right and culti- 
vations 

Balance being net output, carried down 


Wages and National Insurance (ex- | 
cluding farmer and wife) — | 
Contract work (any credits for outwork 
being deducted) a ia - | 
Fertilisers (plus pest and weed controls, Jess 
subsidies, plus or minus valuation change) . . 
Rents and tithes and/or Schedule “A” assess- 
ments in lieu (/ess private proportion and 
rents received) 
Rates and water rates (less private proportion) 
Carriage 
Heat, light and power (less private proportion) 
Repairs farm buildings x : in 
Implement repairs and renewals n | 
Motor and tractor expenses (/ess private 
proportion) ‘a 
Fuels and oils 


National milk records ae 

Herd society fees, subscriptions, etc. 
Telephone a +“ 
Insurances ; 

Sundry trade expenses 

Bank charges 

Depreciation (detailed) . ~ 
Balance being net income, carried down 


Loss on sales of implements, etc. 
Wages—self and wife is is 
Net profit, carried to capital account a we | 


per 
acre 


FARM SALEs, Etc. 

Livestock (detailed and to include Government 
grants, subsidies, etc., plus or minus valuation 
changes) ; 

Cereals (detailed, and to include acreage and 
deficiency payments, p/us or minus valuation 
changes) 

Milk and dairy produce ( plus home consump- 
tion) . 

Poultry and Eggs ( plus home consumption 
plus or minus valuation changes) 

Root crops (detailed) 


Balance brought down .. ‘ 
Increase in valuation, tenant right and culti- 
vations ; 


Balance brought down .. 
Sundry receipts (detailed) 


Balance brought down .. 
Profit on sales, implements, etc. 
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QUEEN ELIZABETH I OPENS THE ROYAL EXCHANGE 


On January 28rd, 1571, Queen Elizabeth I 
opened Sir Thomas Gresham’s Exchange in 
the City of London. It did not, however, 
survive the Great Fire of 1666 and a new 
building was erected in 1669. This, too, was 
burnt down and the present Royal Exchange 
was opened by Queen Victoria in 1844. 
Appropriately it was the setting for the public 
proclamation in the City of the accession of 
Queen Elizabeth II. 


Today, the Royal Exchange Assurance 
still conducts its business from here, as 
it has done for almost two and a half 
centuries. Royal Exchange Assurance 
offers favourable terms for Life and 
Endowment policies. Other types of 
insurance can also be arranged for the 
family and home. Enquiries are welcomed 
at the Head Office, Royal Exchange, 
London, E.C.8, or any local branch. 


ROYAL EXCHANGE ASSURANCE 


Incorporated by Royal Charter in 1720 


All classes of Insurance transacted. Branches throughout the United Kingdom. 
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‘TAXATION? 


NOW ON SALE 
UWher a 


Being asked to advise on the investment of 
somebody else’s money is one of the 
accepted responsibilities of professional life 
> —a very real responsibility, especially 
when security of capital is the primary 


consideration. 

In these circumstances, the discerning 
adviser may well think instinctively of the 
ABBEY NATIONAL BUILDING SOCIETY, for this 
is an investment which offers an attractive 
return, combined with security of capital 
The ABBEY NATIONAL has all the strength 
and solidity of a national institution, which 
indeed it is. Its total assets of £237,000,000 
reflect the confidence of over $00,000 
investors. The interest rate of 3%, income 
tax paid by the Society, represents a return 
of £5.4.4 on every £100 invested to those 
subject to income tax at the standard rate. 
This interest, which is paid half-yearly, 
starts from the day after the investment is 


received and continues right up to the date 


AND SURTAX 


EDITED BY RONALD STAPLES 
CLEAR, CONCISE AND COMPLETE 


AUTOMATIC THUMB INDEX 
The Five Second Reference Book 


BUDGET EDITION, 1956 


To Taxation Publishing Company Limited 
98 Park Street, London, W.I 9 MAY fair 7888 


Send ........... copies of ‘KEY TO INCOME TAX’ at 10/5 
post free 


of withdrawal. 

Here, then, is an investment that can be 
recommended with confidence. Ask today 
for details at your nearest ABBEY NATIONAL 
office, or write direct to Abbey House, 
Baker Street, London, N.W.1. Branch and 
other offices throughout the United 


Kingdom: see local telephone directory for 


address of nearest office. 


Member of the 
Building Societies Association 


Remittance 
Pee £ Ss denclosed. Date 
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An offer is made to shareholders to acquire their shares for 
something other than cash. Is the offer a prospectus? The law says 
**No.” Our contributor discusses the reasoning and the background 
of Statute and case law. The effects on stamp duty are brought out. 


What is a Prospectus? 


[CONTRIBUTED] 


THE VARIOUS SECTIONS of the Companies Act, 1948, 
dealing with prospectuses are based on the apparently 
simple definition of a prospectus in Section 455 (1). In 
practice it is not often necessary to analyse that definition 
closely: it is the rules relating to prospectuses and their 
contents that attract most attention. But elements in the 
definition sometimes call for legal scrutiny, and the use of 
the word “subscription” has a bearing not only on com- 
pany law proper but on the Stamp Act, 1891, and stamp 
duty. “‘Prospectus,” the Section tells us, “‘means any 
prospectus, notice, circular, advertisement, or other 
invitation, offering to the public for subscription or 
purchase any shares or debentures of a company.” 
What, then, does “subscription” mean? We are not told. 

An ingenious attempt to give an enlarged meaning, for 
some purposes, to the idea of a prospectus was rejected 
by the Court in Governments Stock and Other Securities 
Investment Co. Ltd. v. Christopher [1956] 1 All E.R. 490, 
the use of the word “subscription” in the definition being 
held to have a limiting effect. The question of interpreta- 
tion arose in connection with Section 38 (3) of the 
Companies Act, which provides that “it shall not be 
lawful to issue any form of application for shares in or 
debentures of a company unless the form is issued with a 
prospectus which complies with the requirements of this 
Section: Provided that this sub-Section shall not apply 
if it is shown that the form of application was issued 
either (a) in connection with a bona fide invitation to a 
person to enter into an underwriting agreement with 
respect to the shares or debentures; or (4) in relation to 
shares or debentures which were not offered to the 
public.” 


“Prospectus” in Section 38 (3) 

The facts giving rise to the question of interpretation in 
the recent case were as follows. By an offer in writing 
dated November 12, 1955, the British and Common- 
wealth Shipping Co. Ltd. (the “‘new company’’) offered to 
acquire the whole of each class of Preference and Ordi- 
nary shares and stock in the issued capitals of the 
Union-Castle Mail Steamship Co. Ltd. (“‘Union-Castle’’) 
and the Clan Line Steamers Ltd. (““Clan’”’) in exchange for 
Preference and Ordinary shares in the new company. 
The offer was made conditional on acceptance by a 
specified date by not less than ninety per cent. of all 


classes of shareholders and stockholders in Clan and 
Union-Castle, and on permission being obtained to deal 
on the Stock Exchange, London. The circular containing 
the offer was accompanied by a form of acceptance and 
transfer. On a motion by the plaintiffs, on behalf of 
themselves and all other shareholders and stockholders 
of Union-Castle except the defendants, the directors of 
the company, for an injunction to prevent the defendants 
from taking any further steps in connection with the 
offer, the plaintiffs contended that the circular was a 
prospectus to which Section 38 of the Companies Act 
applied. It was admitted by the defendants that if the 
circular was such a prospectus it did in fact fail to comply 
with the requirements of the Act. 

The argument was that “‘prospectus”’ in Section 38 has 
a wider meaning than in Section 455 (1), the definition 
Section of the Act, the reason put forward being that in 
Section 38 (3) reference is made to the issue of “ta form of 
application,” and that there being nothing in the sub- 
Section to limit the issue of the form of application to an 
allotment and issue for cash, it must apply where the 
consideration is a consideration other than cash. This, it 
was argued, constituted a context requiring the word 
“prospectus” to cover documents not included in the 
definition in Section 455. But Wynn-Parry, J., did not 
accept this contention. Section 38 follows Section 37, 
which appears under the heading ‘‘Prospectus.” There 
was held to be no ground for giving the word in Section 
37 any more extended meaning than it has in Section 
455, and it would be strange if in the very next Section 
“prospectus” were to be found to have a wider meaning. 

Wynn-Parry, J., could see no need to attribute any 
other meaning to “prospectus” in Section 38 than that 
given in Section 455. The reference in Section 38 (3) toa 
form of application meant, he thought, only a form of 
application in connection. with a prospectus offering 
shares for subscription or purchase. It was clear that the 
circular in question did not involve an offer for the pur- 
chase of any shares. The shares referred to were unissued 
shares of the new company. 


“‘Purchase” of Shares 

In holding that as the shares in question were unissued 
shares of the new company they could not be the subject 
of an offer for purchase, reliance was placed by the 
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Judge on the decision in In re V.G.M. Holdings Ltd. 
[1942] Ch. 235. This decision turned on the interpretation 
of Section 45 (1) of the Act of 1929, which is repeated in 
Section 54 (1) of the present Act. It is provided that “‘it 
shall not be lawful for a company to give, whether 
directly or indirectly, and whether by means of a loan, 
guarantee, the provision of security or otherwise, any 
financial assistance for the purpose of or in connection 
with a purchase or subscription made or to be made by 
any person of or for any shares in the company, or, where 
the company is a subsidiary company, in its holding 
company.” What is meant by a “‘purchase”’ here? 

In the case last-mentioned a summons was taken out 
against a director of a company for misfeasance and 
breach of trust in relation to a payment made by the 
company to acquire valueless shares in another company. 
It is not necessary to go into the details of this claim in 
the particular circumstances of the case, but the Court of 
Appeal in dealing with the summons did consider the 
scope of the Section. The Court sharply distinguished a 
“‘purchase” and “subscription” of shares. It was said 
that throughout the whole of the Act the language which 
is used with regard to the issue of shares to subscribers is 
invariably confined to words like “issue,” “‘subscrip- 
tion,” “application,” “‘allotment,” and so forth. There is 
not a single passage in the Act in which the word “‘pur- 
chase” is used with reference to the transaction of sub- 
scription. That being so, it seemed to Lord Greene, M.R.., 
that a very clear context would be required to enable a 
meaning to be put on the word “purchase” in the Section 
which would extend it so as to cover the acquisition of 
shares by subscription. 

Quite apart from these considerations of mere language 
of the Act, it seemed to the Master of the Rolls that the 
word “‘purchase”’ could not with propriety be applied to 
the legal transaction by which a person, by way of 
application and allotment, becomes a shareholder in the 
company. He does not purchase anything when he does 
that. Counsel endeavoured heroically to establish the 
proposition that a share before issue was an existing 
article of property, that it was an existing bundle of 
rights which a shareholder could properly be said to be 
purchasing when he acquired it by subscription in the 
usualy way. Lord Greene was unable to accept that view. 
He said that a share was a chose in action. A chose in 
action implied the existence of some person entitled to 
the rights which are rights in action as distinct from 
rights in possession, and, until the share was issued, no 
such person existed. Putting it in a nutshell, the differ- 
ence between the issue of a share to a subscriber and the 
purchase of a share from an existing shareholder is the 
difference between the creation and the transfer of a 
chose in action. The two legal transactions of the 
creation of a chose in action and the purchase of a chose 
in action are quite different in conception and in result. 


Offer for “Subscription” of Shares 

The facts in the recent case were held not to amount to an 
offer for the subscription of shares, any more than they 
amounted to an offer for the purchase of shares. The 
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motion for an injunction against the directors was dis- 
missed. In considering the word “subscription” in the 
definition of “prospectus” Wynn-Parry, J., said that in his 
view the word meant taking or agreeing to take shares for 
cash. He thought that this necessarily followed from the 
reasoning of Kekewich, J., and the Court of Appeal in 
Arnison v. Smith [1889] 41 Ch. D. 348, and from certain 
judgments in cases arising under the Stamp Act, 1891. 

In the Oxford Dictionary one of the meanings attri- 
buted to “subscription” is: “‘A promise over one’s 
signature to pay a sum of money for shares in an under- 
taking.” There is no secondary meaning attributed to 
“subscription” in the Companies Act. On the contrary, 
paragraphs 4, 5, 6 and 7 of Part I of Schedule 4 of the Act 
clearly require that “subscription” and “subscribe” in- 
volve the notion of payment in cash. The circular in 
question did not invite subscription for shares for cash. 
Hence the circular was not a prospectus within the mean- 
ing of that word as used in the Companies Act, 1948. 
Wynn-Parry, J., added that it would be somewhat strange 
if the circular were in fact a prospectus in view of the cir- 
cumstance that the permission of the Board of Trade was 
obtained under Section 13 of the Prevention of Fraud 
(Investments) Act, 1939, on the basis that it was not a 
prospectus. 

There was also the point that the circular was not 
distributed to the public. The judge accepted the proposi- 
tion that the test of whether a circular is public is not 
who receives the circular, but who can accept the offer 
put forward. In this case it could only be the persons 
legally or equitably interested as shareholders in the 
shares of Union-Castle or Clan. To those who accepted, 
non-renounceable letters of allotment would be issued. 
In these circumstances the case fell within Section 55 (2) 
of the Companies Act, providing that the reference to the 
offering of shares or debentures to the public “‘shall not 
be taken as requiring any offer or invitation to be treated 
as made to the public if it can properly be regarded, in all 
the circumstances, as not being calculated to result, 
directly or indirectly, in the shares or debentures becom- 
ing available for subscription or purchase by persons 
other than those receiving the offer or invitation, or 
otherwise as being a domestic concern of the persons 
making and receiving it.” 

It is provided in sub-Section 55 (1) that ‘‘any reference 
in this Act to offering shares or debentures to the public 
shall, subject to any provision to the contrary contained 
therein, be construed as including a reference to offering 
them to any section of the public, whether selected as 
members or debenture holders of the company concerned 
or as clients of the person issuing the prospectus or in any 
other manner, and references in this Act or in a com- 
pany’s articles to invitations to the public to subscribe for 
shares or debentures shall, subject as aforesaid, be 
similarly construed.” This provision is, however, im- 
mediately qualified by the words of sub-Section 55 (2) 
just quoted. 

In the view of Wynn-Parry, J., in the recent case 
“nothing could be clearer” than the effect of the docu- 
ment sent to the shareholders and he could “find no 
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reason whatever for not giving to this form the meaning 
so clearly intended by the author.” It was against the 
background provided by the construction that he placed 
on the circular that Wynn-Parry, J., considered allega- 
tions that the circular contained such material mis- 
representations and omissions that he should intervene. 
He bore in mind the proposition that a mere omission to 
state facts in the circular did not amount to an actionable 
misrepresentation unless the effect of the omission was 
to render untrue or at least misleading some positive 
statement therein. He held that there was no occasion 
for his intervention. 

In Arnison v. Smith, Kekewich, J., in reasoning which 
had the support of the Court of Appeal, said that re- 
garded by itself he would have thought that there was no 
doubt about the meaning of the word “subscription.” If 
he had not been told that persons of business had a 
doubt about the matter, he would not have thought it 
arguable: “I should have thought it meant an agreement 
to take shares by means of a formal application, or 
otherwise; but at any rate an agreement under which 
there would be a liability to pay.” 


“Subscription” and the Stamp Act, 1891 

Among the items specified in the Schedule to the Stamp 
Act, 1891, as requiring stamping is to be found the fol- 
lowing: “‘Marketable security being a security transfer- 
able by delivery, and bearing date or signed, or offered 
for subscription.” And the term “‘marketable security” is 
defined in Section 82 as including for the purpose of the 
charge of duty thereon a marketable security which “‘is 
offered for subscription, and given or delivered to a 
subscriber.”” The Commissioners of Inland Revenue 
have power, subject to appeal to the Court by way of case 
stated on a point of law, to determine whether stamp 
duty is due on a particular document. In a series of cases 
some fifty years ago the Commissioners sought to give an 
enlarged meaning to “subscription” for the purposes of 
stamp duty on marketable securities but their determina- 
tions of the legal issue were not upheld by the Courts. In 
addition to their importance for stamp duty purposes, 
these cases provide an interesting analysis of what is 
meant by an offer for subscription for securities. 

The essential facts in Chicago Railway Terminal 
Elevator Co. v. Commissioners of Inland Revenue [1896] 
75 L.T. 157, were these. Under a scheme for recon- 
structing a company and transferring its business to 
another company, it was arranged that the old company 
should sell and the new company should purchase the 
property of the old company, with the debts and liabili- 
ties, and that the debenture holders of the old company 
should receive in lieu of their debentures gold mortgage 
bonds of the new company, payable at a certain date at the 
office of the new company, one new bond for each de- 
benture. The Court held that the new bond was neither 
“issued” not “offered for subscription and given or 
delivered to a subscriber’ and was therefore not charge- 
able with duty. It seemed to the Divisional Court on a 
case stated under Section 13 of the Stamp Act, 1891, 
“that the bond was not offered for subscription at all.” 
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The words “‘offered for subscription” were not thought 
by the Court to be apt words to describe the transaction. 

In another case, Brown v. Commissioners of Inland 
Revenue [1901] 84 L.T. 71, the Divisional Court upheld 
the ruling of the Revenue but on further appeal to the 
Court of Appeal an appeal against the ruling was al- 
lowed, it being held that stamp duty was not due. It is 
worth considering the facts in this case in a little detail as 
it is not reported in one of the most readily available 
series of reports and it is of practical importance on the 
whole question of stamp duty in relation to share offers. 

A scheme for the reorganisation of an American rail- 
way company was prepared. It was proposed that an 
executive committee should be formed in America to 
carry out the scheme, that a new company should be 
formed in America to take over the undertaking of the 
old company, and that the new company should issue new 
bonds in order to take up the bonds of the old company 
and provide further capital for the new company. The 
English holders of bonds of the old company were invited 
by circular to accept the scheme and to deposit their bonds 
with named depositories in London, in exchange for 
which they would subsequently receive bonds of the pro- 
posed new company. The scheme was carried out. The 
new company executed and delivered to the appointed 
trustee in America the stipulated number of new bearer 
bonds, which were duly certified by the trustee and then 
handed to the executive committee. The executive com- 
mittee had full power to deal with any of the new bonds, 
by sale, pledge, or otherwise, for the purposes of the 
scheme and for the uses of the new company, in its discre- 
tion and without accountability to the new company. The 
new bonds in question were forwarded by the executive 
committee to the depositories in London, by whom they 
were handed to the persons who had deposited bonds of 
the old company. The Court of Appeal held that the new 
bonds given to the holders of the old bonds were neither 
“issued” nor “offered for subscription” in England 
under Section 82 of the Stamp Act, 1891. 

The Master of the Rolls thought that the phrase 
“bonds offered for subscription” had a well-known and 
well-understood meaning and was perfectly intelligible in 
this Section of the Stamp Act. The Act meant that if 
bonds are issued abroad and afterwards “offered for 
subscription” in this country, “that is, by being placed 
upon the market or introduced in some other way here, 
so that persons willing to subscribe thereto may do so, 
then those shares are ‘offered for subscription’ in the 
United Kingdom and may be charged with stamp duty.” 
The Master of the Rolls viewed the transactions in the 
following way: “It is an offering to exchange the new 
bonds about to be issued for old, and nothing more. In 
my judgment the undoubted transaction in this case is 
not an offering for subscription of bonds which had 
first been issued in America. The giving up of old bonds 
in exchange for new is not subscribing to the new bonds 
within the Section, and the Section never contemplated 
such a transaction.” 

The principle seems to be that “subscription” does not 
include an exchange. 
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Transcendentalism 


THE THOUGHTS OF the accountant who 
sits in the dentist’s chair may or may 
not be long, long thoughts: one has 
never been quite sure what the phrase 
means, anyhow. They certainly tend 
to be unhappy thoughts—how little 
appreciated is the well-being of not 
needing dental treatment until we 
are actually receiving it! They in- 
clude, in the rare moments when the 
patient stops thinking about himself, 
the passing commiseration that the 
dentist himself has chosen an extra- 
ordinarily unpleasant occupation. 
“Who would be a dentist?” we won- 
der, in much the frame of mind of 
those who sympathise with dustmen, 
or submariners, or miners, or steeple- 
jacks. And the rhetorical question is 
followed almost invariably—for the 
pattern of platitudes is a strict one— 
by the gloss: “‘but it’s a good thing 
some people like the job.” 

Of course we are wasting our 
sympathy; and if we think again we 
realise how very unimaginative our 
sympathy really was. No one who 
takes pride in his own skill, whether 
he be a stonemason or an average 
adjuster, should be at a loss to under- 
stand the pleasure that another man 
finds in a different expertise; and the 
accountant in the dentist’s chair is 
thoughtless rather than thoughtful 
when he meditates on the misfor- 
tunes of his tormentor. For the 
expert, no matter what his speciality, 
has his own reward: his knowledge of 
his own mastery, his recognition of 
his own good work, when it is good. 
He usually knows better than anyone 
else when it is less than his best. 

It is just this specialist’s pride that 
is in the mind of Jaudator temporis 
acti who bewails the passing of the 
old craftsmen. It is within the ex- 
perience of most of us, who have 
seen varieties of slovenly work done 
for and around us, that the pride is 
lacking in some who should have it. 
Whether that is the fault of the war, 
or of our educational system, or of a 
failure in moral values, is much too 
large a question for this page. But 


we may perhaps hope that the pride 
itself, and the pleasure of it, are too 
great to suffer permanent burial in 
this country. 

It is as well that the craftsmen’s 
satisfaction should be available as the 
craftsmen’s reward, for the world is 
jealous of its specialists, and they 
venture into fields outside their own 
at the risk of much unpleasantness, 
The echoes of dispute resound 
around us in these days when the 
prizes of “top management,” in 
power and cash, dangle so elusively 
near sO many experts; and when they 
see men who are experts in nothing 
(except that most important matter, 
the control of their fellows) come 
rushing up past them, they may for a 
while take less than their full pleasure 
in what they have heard called “‘arid”’ 
specialisation. 

Individually we are all of us at one 
time or another wrong on this very 
important matter, and yet somehow 
we usually contrive to be collectively 
right on it. For it is inevitably a 
matter of balancing conflicting con- 
siderations. The expert is more and 
more indispensable in a_ society 
which, as it grows more complex, has 
more and more specialisms. But 
equally it is more and more unwise to 
entrust the ultimate control to 
specialists as such, for it is sadly 
true that the greater the concen- 
tration on the vocation, the less time 
there is available for looking at the 
environment. The accountant best 
fitted to go into management is the 
one who has always seen the wood in 
his figuring, rather than the trees; 
who has not allowed interest in the 
detail of balance to obscure his un- 
derstanding of the picture the figures 
as a whole were painting. Hence the 
success (by and large) of a political 
system which consistently puts non- 
expert Ministers in control of spe- 
cialist civil servants and of an ad- 
ministrative system which puts non- 
specialists among the civil servants 
at the top of the staff of the Mini- 
stries. Jack of all trades and master of 
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none is the expert’s jibe; few have 
the courage to recognise it as the 
manager’s proper boast. 

It would seem reasonable to sup- 
pose that man is not permitted all 
the pleasures of life, and in this 
matter he must choose between being 
Jack and the master, each of them a 
pleasurable state to him who is fitted 
for it, unhappiness being the lot only 
of him who, being the one, wants to 
be the other. If the dentist is con- 
vinced that his organising ability, his 
“power of command,” his political 
acumen, his flair for people—or 
should we say his “grasp of public 
relations’ —are being wasted in his 
occupation, then indeed his patient 
may be sorry for him, his patient 
who may be no more than a clerk 
finding a daily satisfaction in work 
well done. But if the dentist has no 
such thoughts it is a vast pre- 
sumption to condole with him. He 
has a great skill, and it is very likely 
that he, who uses hands as well as 
head, has a greater delight than we 
who only cerebrate—not even, in 
these days, using a pen any more. By 
our own pleasure in our various 
abilities we may judge his, and the 
pleasure of men in other occupations 
we have not ourselves chosen. If, on 
reflection, we still pity them, may it 
be that we are not masters ourselves? 


Accountancy 


The air mail edition of ACCOUNTANCY 
is available either for subscription on 
a permanent basis or for odd periods 
(for example, to cover a temporary 
stay abroad). It is printed on special 
thin paper, and the oversea sub- 
scriber receives each issue only a few 
days after publication at the be- 
ginning of the month in London. 

The extra charge for a year— 
additional to the normal subscrip- 
tion of £1 Is.—varies from £1 10s. 
(Cyprus, Egypt, Israel) to £2 2s. 
(Australia, Japan, New Zealand). 
For destinations of intermediate 
distance, includirg the whole of 
North and South America, it is 
£1 16s. The charge for shorter 
periods is proportional. This covers 
only the cost of air mail postage, that 
of the special paper being borne by 
ACCOUNTANCY. 
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A Practical Problem in Double Taxation Relief 


[CONTRIBUTED] 


A PROBLEM OF some difficulty poses itself in settlements of 
shares of companies enjoying double taxation relief. 
Trustees under a settlement may find themselves under 
the unenviable obligation of having to account to the 
Inland Revenue out of their own pockets for tax deducted 
by them from an annuity directed by the settlement to be 
paid to a beneficiary. 


A Company—its Tax and Dividends 

To begin with, consider Section 184 of the Income Tax 
Act of 1952, replacing General Rule 20. Under sub- 
Section 184 (1) the profits or gains to be charged on any 
body of persons are to be computed in accordance with 
the Act on the full amount of the gains before any divi- 
dend is declared, and such body of persons paying the divi- 
dend is entitled to deduct tax at the standard rate for the 
year in which the amount payable becomes due. In other 
words, a company is taxed on its profits in the same way 
as an individual, no account being taken of any dividend 
declared or to be declared. The company may then de- 
clare and pay a dividend to its shareholders, and on 
doing so will be entitled to deduct tax at the standard 
rate. The company is not bound to deduct tax; if it does 
not, it will be regarded as having paid a gross dividend of 
a higher amount, so that the actual payment made as 
dividend will require to be grossed up. 

Section 184 applies only to companies in the United 
Kingdom, and not to foreign companies (Canadian 
Eagle Oil Co. Ltd. v. R., 1946 A.C. 119). In paying tax on 
its profits, the company must be regarded as paying it on 
its own account and not as agent for its shareholders 
(.R. v. Blott, 1921, 2 A.C. 171). 


Effect on Dividend of Double Taxation Relief 

Under sub-Section 350 (1) of the Income Tax Act of 
1952, replacing Section 52 of the Finance (No. 2) Act, 
1945, and Section 36 (3) of the Finance Act, 1950, the 
amount of the tax that a company may deduct on pay- 
ment of dividends is to be determined without taking into 
account any reduction by reason of double taxation 
relief of the United Kingdom tax payable directly or by 
deduction by the company. A company entitled to double 
taxation relief will therefore have received the benefit of it 
in relation to the tax payable on its profits. 

Such double taxation relief may be granted under 
Section 347 of the 1952 Act, if the company has had to 
pay Dominion tax or tax charged by a foreign country on 
any part of its profits. However, Section 347 applies only 


if double taxation agreements have been made between 
the United Kingdom and the particular Dominion or 
foreign country concerned. If no such agreement is in 
force, and the company has had to bear foreign taxes on 
its profits, unilateral relief may be granted under Section 
348 of the Income Tax Act of 1952. 

The position now, then, is that the company has re- 
ceived double taxation relief in respect of the appro- 
priate portion of its “foreign” profits and has declared a 
dividend, from which it has deducted tax at the full 
standard rate without taking into account the double 
taxation relief that it has obtained. 


Relief on Tax Deducted from Dividends 

If the recipient of the dividend is not chargeable to tax or 
is chargeable only at a rate less than the full standard 
rate, he would be entitled to relief or repayment in respect 
of the tax at the full standard rate deducted by the com- 
pany from the dividends. But under proviso (a) of Section 
350 (1) of the 1952 Act the relief or repayment may not 
be allowed at a rate exceeding the United Kingdom rate 
—that is, the rate of the United Kingdom tax payable by 
the company after taking double taxation relief into 
account. 

For instance, if the United Kingdom rate of tax in 
respect of the dividend subject to double taxation relief 
is 5s. in the £, and the recipient of the dividend has re- 
ceived that dividend less tax at the standard rate of 9s. 
in the £, the recipient, although not chargeable to tax at 
all because of the smallness of his income, will be en- 
titled to a refund of tax in respect of the dividend, not at 
9s. in the £, but only at Ss. in the £. In other words, he 
will have to bear out of his own pocket tax at 4s. in the 
£ on the dividend he had received. 


Annuities Payable out of Dividends 

But one must now carry the matter a stage further. 
Assume that the trust funds of a settlement include shares 
of a company entitled to double taxation relief, and that 
these shares are not held by the trustees directly on trust 
for the beneficiary, but that the trustees are directed to 
pay the beneficiary an amount of £x, charged on the 
trust funds. 

Let us illustrate. Firstly, if A. transfers 2,000 £1 shares 
to trustees, on trust, to pay the income therefrom to X. 
for life, X. has an equitable interest in the shares and, in 
effect, if his income were small enough, X. would have a 
claim for relief or repayment in respect of the tax at the 
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full standard rate deducted by the company from the 
dividends, subject to the ceiling of the United Kingdom 
rate, as explained. If that rate in respect of the particular 
company were 5s. in the £ and X. were not chargeable to 
tax at all because of the smallness of his income, he 
could be repaid only the tax deducted at the rate of 5s. in 
the £. Secondly, if a similar trust did not confer an 
equitable interest in the shares themselves on the bene- 
ficiary, but provided that the trustees should pay the 
beneficiary an amount of a stated sum, then the following 
position would arise under Section 350 (2) of the 1952 
Act. 

This sub-Section provides that where the whole or any 


part of any annual payment is payable out of a dividend, | 


and the rate of relief or repayment allowable in respect of 
the tax deducted from the dividend is affected by double 
taxation relief, the annual payment or the appropriate 
part thereof shall be deemed to be paid out of profits or 
gains not brought into charge, and accordingly the payer 
will be bound under Section 170 to account to the Crown 
for the tax deducted by him from such annual payment— 
subject, however, to a qualification. 

The qualification is to be found in the concluding part 
of sub-Section 350 (2), providing that the tax chargeable 
upon the payer of the annuity, who will have deducted 
therefrom tax at the standard rate, is to be reduced by an 
amount equal to the tax on the payment at the net United 
Kingdom rate. 

Thus, the trustees will have deducted from the annuity 
tax at the full standard rate of, say, 9s. in the £. Under 
sub-Section 350 (2) they will be responsible to account to 
the Inland Revenue in respect of the tax they have de- 
ducted: the payment of the annuity will be regarded as 
having been made out of profits or gains not brought into 
charge. But in accounting to the Inland Revenue for the 
tax deducted, they will account not at the full standard 
rate of 9s. in the £, but at a rate equal to the difference 
between that full standard rate and the net United King- 
dom rate applicable to the dividend. 


The Problem 
Let us see now how difficulties can arise, difficulties that 
may have the effect of making the trustee in fact pay tax 
out of his own pocket. 

Take as an example: 
Gross dividend payable by company entitled 


to double taxation relief £1,000 
Deduction of tax at standard rate of, say, 10s. i in 

the £ by company from dividends leaving as 

net dividends received by trustees £500 


Net United Kingdom rate in respect of dividend 5s. in £ 
Gross amount of annuity payable by trustees 


under settlement £1,000 
Net amount of annuity paid ‘by trustees to 

beneficiary ba £500 
Tax deducted at 10s. in the £ by trustees from 

annuity . £500 


At this stage it will be observed that the trustees have 
received £500 as net dividend from the company and 
have paid out an equivalent sum of £500 to the bene- 


1956 


ficiary. No question arises of either the trustees or the 
beneficiary being entitled to repayment of tax, for here 
the one is a trustee and the other is a beneficiary, entitled 
only to an annuity out of the trust income and not to 
the dividends. 

As the trustees are to be regarded by sub-Section 
350 (2) of the Act as having paid the annuity out of 
profits or gains not brought into charge, the trustees’ 
position as regards accounting to the Inland Revenue for 
the tax deducted will be as follows: 

Amount of tax prima facie to be accounted for 
by trustee to Inland Revenue 

Relief to trustee under sub-Section 350 (2) i in res- 
pect of difference between standard rate of 
10s. in the £ and net United Kingdom rate of 
5s. in the £ (that is, at Ss. in the £) in respect 

of the annuity of £1,000 7 a 


£500 


Balance payable to Inland Revenue by trustee 


It will be seen, therefore, that in these circumstances 
the trustee has had to pay £250 out of his own pocket in 
respect of tax. 


Right of Trustee to Recoup Himself 
It is a moot point whether the trustee can recoup himself 
for tax he had to pay out to the Inland Revenue in such 
circumstances. And is he to recoup himself out of capital 
or income? It would be indeed a fantastic situation if 
the trustee could not recoup himself in some way or other 
out of the trust monies. The proper course it seems for 
him to take would be to ascertain in advance the amount 
that would be then payable to the Revenue, and to deduct 
that sum in advance from the annuity. In that event, the 
unfortunate beneficiary would have to suffer. 

The shortcomings thus shown up in the provisions of 
double taxation relief seem to demand early adjustment. 


Taxation Notes 


The Finance Bill—Some Changes 

The Chancellor met certain criticisms of the Finance Bill 
by promising to bring in at the report stage (which was 
not reached by the time we went to press): 


(1) A Clause (logic yields to expediency) reinstating on the 
remittances basis the liability to United Kingdom income 
tax of a person not domiciled in the United Kingdom but 
resident here and working here for an oversea employer. 
The Chancellor could not face the effect of the original 
proposals as obstacles in the way of investment and trading 
in this country and from this country by oversea concerns, 
and the danger of such concerns establishing their British 
undertakings elsewhere. 

(2) An amendment to secure that a grouping notice can be 
given within six months after the end of a chargeable 
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accounting period notwithstanding 
that the parent or the subsidiary has 
ceased to trade in that six months, a 
notice which the existing clause would 
not permit. 

(3) Under the provisions for pensions 
for self-employed persons: 

(a) admitting the right of such persons 
who also have income from a pension- 
able employment, to pay premiums 
for deferred annuities up to 10 per 
cent. of their earnings from non- 
pensionable sources, up to an appro- 
priate maximum. 

(6) Allowing such persons born before 
1916 to set aside more than 10 per 
cent. of their earnings. The percentage 
is to increase with increasing age till 
it becomes 15 per cent. for those born 
before 1908. The maximum premium 
for these older self-employed would 
also be increased. 


Amendments passed on the pen- 
sion scheme provided: 

(c) that the retirement annuity con- 
tract may contain a provision that the 
annuity is to continue for a term 
certain (notwithstanding the annui- 
tant’s death within that term) not 
exceeding ten years, instead of the 
original five years in the Bill. 

(d) For the raising to £750 of the 
maximum premium allowed out of 
untaxed income. 


There was also passed: 

(4) An amendment providing relief 
from estate duty in the case of com- 
pulsory purchase of land within five 
years of the date of valuation of the 
property for estate duty. The original 
Clause had three years. 


The Finance Bill—Schedule E 

The removal of all offices and em- 
ployments from Schedule D, Case V, 
is a major change in the law. The 
proposed three Cases in Schedule E 
have come under some criticism and 
no doubt there will be amendments 
before the Bill is passed. We shall 
deal with these as they become 
available. Briefly, the new Cases in 
the Bill mean: 

Case I. A person resident and 
ordinarily resident in the United 
Kingdom is to be taxed on all 
his emoluments for the year 
except where the duties are 
performed wholly abroad. 

Case II. A person who is not resi- 
dent and a person who, though 
resident, is not ordinarily resi- 
dent in the United Kingdom, is 
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to be taxed on his emoluments in 
respect of duties performed in 
the United Kingdom. 

Case III. A resident will be taxed 
on remittances from abroad 
which relate to the year of 
assessment or to any previous 
year in which he was resident in 
the United Kingdom. 

Residence and place of perform- 
ance are therefore to be the deter- 
mining factors of liability instead of 
the former location of the office or 
the source of income. 


The Finance Bill—Withdrawal of 
Investment Allowances 
Expenditure incurred after February 
17, 1956, will still qualify for in- 
vestment allowances if it is on the 
provision of ships, or on scientific 
research, or in respect of a contract 
entered into not later than February 
17, 1956. The allowance will thus 
apply to assets bought under an 
existing hire purchase agreement so 
far as instalments fall due after that 
date, as well as contracts for future 
delivery. The allowance will also be 
available for capital expenditure on 
an industrial building, plant and 
machinery to insulate against loss of 
heat or in the interests of fuel 
economy. Under this head, the 
Chancellor has announced that the 
following will be prescribed by 
Order as soon as the Bill becomes 
law: 
(1) Mechanical firing equipment for solid 
uel 

oh Sprinkler, spreader, coking, under- 
feed, chain-grate, travelling grate and ram 
type mechanical stokers; 

(b) pulverised fuel burners; 

(c) solid fuel elevators, conveyors, 
bunkers, and hoppers, pulverizing mills, ash 
skips, hoists and conveyors, installed as a 


necessary part of a mechanical stoker or 
pulverised fuel burning installation. 


(2) Oilfiring equipment 

(a) Fully automatic, semi-automatic and 
hand-controlled oil burners of the following 
types: pressure jet; high pressure, low pres- 
sure and medium pressure air burners; 
steam atomising burners; rotary cup and 
vaporizing burners; 

(b) oil storage tanks, service tanks and 
tank gauges, service piping, tracer lines, 
oil cut-off valves, oil filters and oil pumps, 
installed as a necessary part of an oil- 
burning installation. 


(3) Back pressure engines and turbines 
(a) Engines or turbines which discharge 
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the whole of their exhaust vapours to pro- 
cess steam or heating systems; 

(6) electrical alternators and generators, 
switchgear, steam driers, steam make-up 
valves, superheaters and de-super-heaters, 
installed as a necessary part of a back 
pressure installation. 


(4) Waste heat recovery equipment 

(a) Flue gas feed-water economisers; 

(b) waste heat boilers for producing steam 
or hot water; 

(c) heat exchangers and recuperators 
which recover heat from hot waste gases, 
vapours or liquids for heating other gases 
or liquids; 

(d) air pre-heaters which recover heat 
from hot waste gases for heating air for 
combustion purposes. 


(5) Feed-water treatment plant 
Feed-water treatment plant forming part 
of a steam boiler installation. 


(6) Control equipment 

(a) Devices for automatically controlling 
the production and distribution of heat, 
namely, automatic combustion regulators, 
automatic dampers, thermostats, pressure 
switches, time switches, boiler water level 
controls, gas pressure governors; 

(b) indicating and recording instruments 
affixed to boiler or furnace installations, 
namely, CO, indicators or recorders, 
draught gauges, flue gas temperature pyro- 
meters, steam meters, boiler feed-water 
meters, smoke density alarms, indicators 
and recorders; 

(c) devices for assisting the control of 
combustion in boilers and furnaces, namely, 
forced draught fans and induced draught 
fans, smoke eliminating doors and fittings 
or the types so far developed by the Fuel 
Research Station. 


Double Taxation—Switzerland 

An agreement in relief from double 
estate duty has been signed on behalf 
of the Governments of the United 
Kingdom and Switzerland. It is 
subject to ratification by both coun- 
tries. The full text of the agreement 
will be contained in a draft Order in 
Council to be published by Her 
Majesty’s Stationery Office. 


Taxation Key to Income Tax and 
Surtax 

The Budget edition of this publica- 
tion for 1956/57 appeared with its 
usual promptitude. It’ includes the 
provisions of the Irish Budget. It is 
probably the most concise guide to 
income tax and surtax that can be 
found. The automatic thumb index 
seems to fulfil the claim that any 
reference can be found in five 
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seconds. In this edition it is very 
useful to find the existing laws 
stated, followed by a description of 
the provisions of the Finance Bill. 
Various tests have failed to disclose 
any important weaknesses in the 
contents—a lot to be able to say for 
a “*key.” 


Payments of Dividends without Deduc- 
tion of Tax 

A pamphlet with this title has been 
issued by the Association of Super- 
annuation and Pension Funds. It sets 
out a list of stocks inscribed or 
registered in the books of the Bank of 
England or of the Bank of Ireland 
(Belfast Registry) for which facilities 
exist for the exemption of the divi- 
dends from tax at source. Arrange- 
ment for payment of dividends with- 
out deduction of tax can be made 
where there is no liability for income 
tax, e.g. by superannuation funds, 
widows’ and orphans’ funds, friendly 
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societies and individuals where the 
Revenue approve. Applications have 
to be made to the Inspector of Taxes 
giving full details of the stock, the 
stockholder’s name and the Bank of 
England references. 

The pamphlet will be very useful 
to those concerned. 


British Tax Review 

Sweet and Maxwell, the publishers, 
have issued the first number of the 
British Tax Review (June, 1956) under 
the editorship of Mr. G. S. A. 
Wheatcroft. This quarterly journal 
costs 22s. 6d. for 1956, there- 
after 30s. per annum, postage in- 
cluded. It is stated to be written 
primarily for the practising account- 
ant and lawyer with the object of 
providing and maintaining the neces- 
sary knowledge to diagnose and solve 
the taxation problems of their clients, 
and to add to their personal ex- 
perience the experience of others. 


Recent Tax Cases 


By W. B. COWCHER, 0.B.E., B.LITT. 


Income Tax 


Trade— Manufacturers’ agent—Summary 
termination of agency—Damages for 
breach of agreement—Whether income 
or capital receipt—Schedule D, Case I. 


Wiseburgh v. Domville (C.A. February 
16, 1956, T.R. 29), was the subject of a 
full note in our issue of March, 1956 
(page 97). Summarising, the appellant 
was a sales agent for manufacturers of 
women’s clothing. At the relevant time 
he had only two agencies, one of which 
had been terminated summarily for 
reasons set out in considerable detail in 
the judgment of Birkett, L.J. Litigation 
had followed and, finally, by a consent 
order, the sum of £4,000 and costs was 
to be paid to the plaintiff for breach of 
agreement of service. The order ex- 
plicitly stated that nothing was to be 
paid in respect of the claim by the 
plaintiff for commission and expenses. 
The Commissioners had found that the 


payment was a taxable item and Har- 
man, J., had upheld their decision, 
holding that the case fell within Kelsall, 
Parsons & Co. v. C.1.R. (1938, 17 A.T.C. 
87; 21 T.C. 608), and was not within 
Barr, Crombie & Co. Ltd v. C.I.R. 
(1945, 24 A.T.C. 55; 26 T.C. 406). A 
unanimous Court of Appeal affirmed 
his decision, but with reservations. As 
Evershed, M.R., observed regarding the 
taxation of compensation for the termin- 
ation of agency contracts: 


It is true that for the most part the 
authorities are decisions of the Inner 
House of the Court of Session in Scot- 
land, which do not bind this Court; but 
the Income Tax Acts apply indifferently 
on either side of the border, and, there- 
fore, I should in any case be slow to 
indicate when sitting in this Court an 
entirely new approach to the incidence of 
taxation in England from that which, I 
think, has now been well established in 
Scotland. In other words, I feel that we 
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The intention is to provide topical 
articles, to cover Finance Acts and 
annotate all recent cases of impor- 
tance. It is claimed that all with tax 
problems will find it helpful. 

The present number contains ar- 
ticles on the tax element in damages; 
valuation of stock-in-trade for in- 
come tax purposes; modern methods 
of minimising taxation (deeds of 
covenant only are dealt with in this 
number); the effects of the new 
rating valuations; valuation for es- 
tate duty; tax policy and the econo- 
mist (the 1956 budget); an accoun- 
tant’s impressions on the recent 
Finance Bill; and notes on recent 
tax cases. The journal is indexed. 


Farmers’ Income Tax, an explanatory book- 
let by The Ministry of Agriculture, is issued 
in a revised edition taking account of the 
first Finance Act of 1955 (H.M. Stationery 
Office, price 1/6 net). The earlier edition was 
reviewed in ACCOUNTANCY for July, 1954, 
page 271. 


should follow the line of the Scottish 
decisions and the principle which can be 
extracted from them. 
Nevertheless, both Birkett, L.J., and he 
were in agreement that had any part of 
the £4,000 been for loss of goodwill there 
would have been a strong case for hold- 
ing that such part would not be taxable. 
The argument for the appellant 
which obviously appealed to the Master 
of the Rolls was that the £4,000 repre- 
sented what was paid in exchange for a 
profit-earning asset and was therefore a 
capital item. Despite the fact that there 
had been no differences of judicial 
findings, leave was given to appeal to 
the House of Lords; and, assuming the 
case to be carried there, it will be in- 
teresting to see what that Court, con- 
sisting of both English and Scottish 
judges, will make of the problem. The 
present writer finds it hard to reconcile 
the authorities with a fundamental 
income tax principle; and it seems 
fairly clear that the result of the present 
case in the Court of Appeal was deter- 
mined by a resolve that there should not 
be another conflict between English and 
Scottish decisions. By a curious turn of 
events, another case involving the same 
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"Why is Blank Ltd.’s order 


- 


It sounds simple enough, yet countless hours can be 


wasted every day in trying to locate simple facts. 


We have the answer ... and so can you, simply, directly and 


efficiently from information that is always up-to-date 


Kalamazoo 


PUTS SYSTEM INTO ORDER CONTROL! 


To : Kalamazoo Ltd., Northfield, Birmingham, 31. 
Please send me, without obligation, details of the Kalamazoo 
Order Control Systems. 


Name 
Firm 


Address ... 


and ready to hand. Post the coupon today for details. 
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XIV 
Experience teaches BUT ITS LESSONS ARE OFTEN COSTLY 
THE EXPERIENCE OF 30 YEARS IN DEALING WITH 
9 
ACCOUNTANTS’ LIABILITY TO CLIENTS 
By F. B. REYNOLDS, F.C.1.B. 
CAN BE OBTAINED BY PRACTISING ACCOUNTANTS FREE OF CHARGE ON 
APPLICATION TO 
MUIR BEDDALL & CO., LTD. 
SPECIALISTS IN INDEMNITY INSURANCE 
37 GRACECHURCH STREET, LONDON, E.C.3 
Telephone: MANsion House 3414 (16 lines) 
AND AT MANCHESTER, PARIS, MONTREAL, TORONTO 
AND SALISBURY, S. RHODESIA 
If you are not insured please state number of principals and staff and 
| we will advise the cost of protection 
| 
| ——— ———— 
| cn KING & CO 
COMPANY REGISTRATION AGENTS, COMPANY i 
PRINTERS, SEAL ENGRAVERS AND STATIONERS 
COMPANIES REGISTRY 
Information and assistance rendered to the profes- SURVEYORS. VALUERS & AGENTS 
sion in all matters relating to the Formation, Incor- : 
poration and Winding up of Companies. 
New Companies Registered. 
Mortgages, Charges and Debentures Registered. ; OF 
Annual Returns, Resolutions and other documents 
“oo ~r oe d Office C bt d. 
arches made an ce Copies obtaine 
COMPANY PRINTING FACTO RI ES 
Draft Memorandum and Articles of Association for 
a Private Company adopting with modifications Table FOR 
A of the Companies Act, 1948, settled by Alexander P. 
_ Barrister-at- Law (Lincoln's Inn). Post Free 
Memorandum and Articles of Association, Resolu- 3 RATING, VALUATION & SALE 
tions, Debentures, Share Certificates, Dividend War- 
rants, etc., printed with care and expedition. 
All Forms under the Companies Act, 1948, supplied. ] 
SERVICE = 
We welcome your enquiries in all the above matters, 
assuring you of our very best and prompt attention. 
pocorn SGATE, LONDON, E.C.2 
7| BISHOP ; : <n 
10 BELL YARD, TEMPLE BAR, 
LONDON, W.C.2 London Wall 1961 (4 lines) 
Telep Established 1845 _ Telegraphic Address: . 
HOLBORN 0375 DOUBBLE, ESTRAND, LONDON 
OMIM IOMNIOMIOM OMEN ONION GENO BOM OMNI IOMIOIM 
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general principle, The Anglo-French Ex- 
ploration Co. Ltd. v. Clayson, noted in 
our June issue (page 230), was before 
the Court at the same time and had the 
like result. 


Income Tax 


Deduction of profits tax in computing 
profits of trade or business—Principal 
and subsidiary company—Notice by 
principal company that for profits tax 
income of subsidiary company to be 
treated as if its own— Reimbursement to 
principal company by subsidiary company 
of profits tax—Notice whereby profits 
tax payable by subsidiary is to be treated 
for income tax as if paid by it and as a 
reduction for income tax of profits tax 
payable by principal company—Amount 
of reimbursement deductible in computing 
profits of subsidiary for income tax 
purposes—Finance Act, 1937, Sections 
22, 25—Finance Act, 1947, Section 38(3). 


Gahan yv. Chloride Batteries Ltd- 
(House of Lords, March 26, 1956, 
T.R. 89) was the subject of extended 
notes in our issues of February, 1955 
(page 66) and June, 1955 (page 220). 
The Special Commissioners had decided 
in favour of the company and their 
decision had been upheld by Upjohn, J. 
A unanimous Court of Appeal had 
reversed them and a unanimous House 
of Lords agreed with this reversal. In 
view of the fact that Section 38 (3) of 
the Finance Act, 1947, was repealed by 
Section 76 (8) of the Finance Act, 1952, 
and the Fourteenth Schedule to that 
Act, the interested reader is referred to 
the previous notes, a further extended 
note not being considered necessary. 
The following extract from the speech of 
Viscount Simonds has, however, a 
significance of wider import than the 
case itself. Referring to Section 38 (3), 
he said that it provided that: 


where certain conditions were satisfied, 
including a payment by a subsidiary to a 
principal company, then certain results 
for tax purposes should follow. It 
assumes that such a payment is author- 
ised by the general law. . . . A subsidiary 
company may have as many as 10 per 
cent. minority shareholders, and it may 
have trade and other creditors. I do not 
understand how, under the general law, 
a subsidiary could by way of reimburse- 
ment pay to a principal company a sum 
which it, the subsidiary, was never liable 
to pay. Learned counsel urged that it 
was purely a domestic arrangement 
between the two companies how much 
one should pay the other, but the argu- 
ment ignores the position of minority 
shareholders and creditors, and it ig- 
nores, too, the salient fact that, while the 
payment may be a domestic arrangement, 
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the purpose of the Section is to give to 
that payment certain consequences for 


tax purposes. 


Surtax 


Deduction in computing total income— 
Dissolution of trade partnership—Pur- 
chase by continuing partner of share of 
retiring partner—Price payable by instal- 
ments—Promissory note providing for 
payment of interest on purchase price 
“free from income tax’—Subsequent 
agreement providing for deduction of tax 
and reciting that by verbal agreement 
during preparation of principal agreement 
interest was to be net sum after deduction 
of tax— Whether stated sum to be grossed 
up for intervening years—Whether statu- 
tory provision regarding “free of tax” 
agreements applicable to promissory 
note—Bills of Exchange Act, 1882, 
Section 21—Income Tax Act, 1918, 
General Rule 23 (2). 


C.1L.R. v. Hartley (Ch. February 28, 
1956, T.R. 43), arose out of the dissolu- 
tion of a partnership. The respondent 
and a Mr. Kyte had been engaged in a 
business of manufacturing potted beef 
and the partnership had been dissolved 
by agreement on February 6, 1942. The 
price to be paid to Mr. Kyte for his 
share was to be £6,000, payable as to 
£2,000 on signature for the agreement 
and the balance on or before April 30, 
1944. On the same day as the dissolution 
of the partnership, the respondent had 
made a promissory note whereby he 
agreed that three months after demand 
he would pay to Mr. Kyte £6,000 with 
interest from the date of the note at the 
rate of 10 per cent. “free from income 
tax.” The note was expressed to be 
“for value received, £6,000.” On March 
30, 1953—eleven years later—a deed 
supplemental to the principal deed was 
executed providing for deduction of tax 
and reciting that when the principal deed 
was in preparation the parties in dis- 
cussion with their auditors had agreed 
mutually that the interest was to be 
£600 per annum net “after deducting 
income tax at the standard rate from 
time to time and for the time being in 
force” and that this had been acted upon 
throughout the whole period. The 
Special Commissioners, whilst holding 
that the “free from income tax” pro- 
vision was void and that the 1953 deed 
could not have retrospective effect, had 
held that the promissory note was not 
the only source of the respondent’s 
liability to pay interest and that by 
reason of the verbal agreement he had 
remained at all material times under an 
obligation to pay such a sum as after 
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deduction of tax would leave a clear sum 
of £600. This meant that for surtax for 
years prior to the 1953 deed the res- 
pondent would be entitled to deduct the 
gross equivalent of £600 net. Roxburgh, 
J., reversed their decision, saying that 
the Special Commissioners had appar- 
ently treated the 1953 deed as evidence 
of a prior verbal agreement whereas this 
was no evidence at all, a point conceded 
by Counsel for the respondent. 

When, however, the case came before 
the Court a new point which was not 
taken before the Commissioners was 
raised, to the effect that a promissory 
note was not an “agreement” within 
Section 506 (2) of the Income Tax Act, 
1952, previously General Rule 23 (2) of 
the 1918 Act. The argument was that an 
agreement is between two or more 
parties whereas a promissory note is 
unilateral, although as Roxburgh, J., 
observed this might not be so if the 
words “for value received” were put in, 
as in the case before him. After con- 
sideration of the relevant authorities, he 
held that the issue was determined by 
whether there had been “delivery,” a 
promissory note by virtue of Section 21 
of the Bills of Exchange Act, 1882, re- 
quiring delivery as essential. It then 
became a contract and as delivery had 
been made the point failed. 


Profits Tax 


Industrial buildings or structures allow- 
ance—Dwelling houses at colliery— 
* Building or structure likely to have little 
or no value to the person carrying on the 
trade when the mine . . . is no longer 
worked”—Meaning of “*when’—Income 
Tax Act, 1945, Section 8 (3)—Finance 
Act, 1947, Schedule VIII, Part 1, para. 1 
(1) (6). 

C.1.R. ». National Coal Board (Ch. 
March 2, 1956, T.R. 47) depended upon 
the meaning to be given to a single word 
in a particular context. In 1945, by the 
Finance Act of that year, Parliament at 
last implemented the policy regarding 
wasting assets recommended by the 
Royal Commission of 1920, the general 
intention being to encourage the expen- 
diture of capital on industrial and 
agricultural development. By Part I of 
the Act an initial and an annual allow- 
ance were to be given in respect of 
expenditure upon an “industrial build- 
ing or structure.”’ By Section 8 (3) of the 
Act, this expression was not to include, 
inter alia, dwelling-houses; but, by a 
proviso to the sub-Section, this exclusion 
was not to apply to accommodation con- 
structed for occupation by or for the 
welfare of persons “‘employed at or in 
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connection with the working of a 
mine .. . if the building or structure is 
likely to have little or no value to the 
person carrying on the trade when the 
mine... is no longer worked.” 

The Coal Board owned 124 dwelling- 
houses occupied by its employees at 
Thoresby mine, Edwinestone, Notts., 
and it was common ground that these 
houses were buildings qualifying for the 
allowances above-mentioned if they were 
within the exception. On appeal, the 
Special Commissioners had found that 
the houses were likely to have some 
substantial value until the year 2091, 
over 140 years from the date of the 
appeal. The best estimate of the life of 
the mine itself was that it would close in 
the year 2141, and Roxburgh, J., held 
that they had obviously reached the 
right conclusion in allowing the appeal 
by the Board because they had found 
that the houses would have little or no 
value at a date anterior to the date at 
which they estimated the mine would no 
longer be worked. In view of the plain 
words of the Act, he rejected the extreme- 
ly sophisticated arguments put forward 
by the Crown; and when it was argued 
that Parliament could never have inten- 
ded to confront the Special Commis- 
sioners with such a difficult problem, his 
reply was that he, fortunately, had 
not been called upon to understand 
Section 27 (2) of the 1945 Act, “but, if I 
could make that calculation, I am quite 
certain that I could make the calculation 
which I should have to make if I were 
the Special Commissioners, and if their 
construction, which I affirm, of this 
Section is correct.” 

The above quotation from the judg- 
ment as reported is not too lucid. Under 
the sub-Section mentioned, the allow- 
ance in respect of the residue of the 
capital expenditure upon, inter alia, a 
mine is to be a fraction of that residuary 
expenditure of which: “‘(a) the numera- 
tor represents the output from the source 
in question in the basis period for the 
year in question; and (4) the denomin- 
ator represents the sum of that output 
and the total potential future output of 
the source, estimated as at the end of that 
period, or the fraction one-twentieth 
whichever is the greater.” 

To Special Commissioners, possibly 
flattered by being deemed capable of 
finding such an elusive fraction, the task 
of interpreting ““when”’ in Section 8 (3) 
would seem to have been by comparison 
simple. The origin of the problem in the 
case before the Courts would seem to be 
that wasting assets, and the relief pro- 
vided in respect of them, were never 
intended to include an asset with an 
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estimated life of about 200 years. In this 
connection, it is worth noting that the 
Royal Commission of 1920 seem to have 
regarded 35 years as the limit of life of 
what was to be regarded for tax pur- 
poses as within the category. 


Estate Duty 


Settlement—Assurance __ policies— Date 
when interest in policies arose—Whether 
interest in possession during settlor’s 
lifetime—Finance Act, 1894, Sections 
2 (i) @), 5 (3). 

In re Barbour’s Policies (C.A. Febru- 
ary 21, 1956, T.R. 5) was noted in our 
issue of December, 1955, at page 470. 
In re Wrightson’s Policies (C.A. Feb- 
ruary 21, 1956, T.R. 15), a case which 
did not differ materially in principle, was 
noted in our November, 1955, issue at 
page 428. Both cases were consequent 
upon the decision of the House of Lords 
in D’ Avigdor-Goldsmith v. C.1I.R. (1953, 
A.C. 347; 32 A.T.C. 26). By Section 2 
(i) (d) of the Finance Act, 1894, property 
deemed to pass on death is to include 
any interest purchased or provided by 
the deceased to the extent of the bene- 
ficial interest accruing or arising by 
survivorship or otherwise on the death 
of the deceased. In the Barbour case, the 
effect of the above-mentioned decision 
had been concisely stated by Harman, 
Bet 

That decision considerably altered 
views previously held and has finally 
decided that no claim arises under 

Section 2 (1) (d) on the maturity of a 

policy on the life of A., where the policy 

has been for over five years the absolute 

property of B. 

The policies in the cases under con- 
sideration had been assigned to the 
trustees of settlements; and in the 
previous notes on these cases the main 
provisions of these settlements were 
mentioned. Harman, J., had held that 
the D’Avigdor-Goldsmith decision ap- 
plied in both cases; but, in the Court of 
Appeal, his decisions were reversed by a 
majority (Evershed, M.R., and Birkett, 
L.J., with Romer, L.J., dissenting). 
Leave to appeal to the House of Lords 
was given in both cases. As will have 
been observed, the essential facts in the 
D’ Avigdor-Goldsmith case were ex- 
ceptionally simple, the plaintiff being 
the absolute owner of the policy. The 
issue in the present cases is whether the 
principle is applicable where this factor 
is absent and where at the death of the 
assured the policies were still subject to 
the terms of the settlements. It was held 
by the majority of the Court of Appeal 
that on the death of the settlor the 


beneficial interest ceased to be an in- 
terest in expectancy and became one in 
Possession. 


Stamp Duties 


Conveyance or transfer on sale—Transfer 
from old to new company—Whether 
shares of transferee company held 
beneficially by transferor—Stamp Act, 
1891, Section 12—Finance Act, 1930, 
Section 42—Finance Act, 1938, Section 
50. 


In Leigh Spinners Ltd. v. C.1.R. (Ch. 
March 23, 1956, T.R. 87) the issue 
related to the stamp duties payable in 
respect of five instruments executed on 
March 1, 1954, between the Seventh 
Era (Leigh) Ltd., the old company, and 
Leigh Spinners Ltd., the new company. 
By Section 42 of the Finance Act, 1930, 
relief from transfer stamp duty was 
given in the case of transfers of property 
as between associated companies where 
certain conditions were fulfilled. By 
sub-Section (2) it had to be shown to the 
satisfaction of the Commissioners of 
Inland Revenue—Roxburgh, J., said 
that they had referred the whole prob- 
lem to him and no point had been taken 
as to his jurisdiction: 

(a) that the effect was to . . . transfer a 

beneficial interest in property from 
One company with limited liability to 
another such company; and 

(5) that either 

(i) one of the companies is beneficial 
owner of not less than ninety per 
cent of the issued capital of the 
other company; or 

(ii) [not applicable.] 

and, it being conceded that sub-Section 
2 (a) was complied with, the question 
was whether sub-Section (2) (5) (i) was 
also. The fact was that on March 1, 
1954, the old company was registered as 
the holder of 98 out of the 100 shares of 
the new company, and the issue there- 
fore depended upon whether it was also 
the beneficial owner of the shares. 
Roxburgh, J., held that from the 
moment of acquisition the 98 shares in 
question were subject to equitable 
obligations in favour of others. No 
details are given in his judgment; but he 
said it was an integral part of an ex- 
tremely elaborate scheme that the whole 
of the shares to be issued by the new 
company, including the 98, should te 
purchased by and remain in the hands of 
the origiral shareholders. He said that 
the appellant company had failed to 
satisfy him that the old company was 
beneficial owner of the shares and that, 
if necessary, he was prepared to go 
further and say that it was not. 
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The Month in the City 


The Sag Continues 

The end of May and early June brought 
a further fall in turnover on the stock 
markets and with it sagging prices. The 
Financial Times indices for fixed interest 
securities touched new low levels, while 
industrial equities were at their lowest 
since mid-March of this year. Mean- 
while, the new gold share index, having 
fallen to a new minimum, was already 
on the upgrade once more. A large 
number of reasons have been given for 
this weakness, but the overriding con- 
sideration is the considerable un- 
certainty about what the future may 
hold. A further factor is undoubtedly 


the fact that demand on the savings of’ 


the public exceeds supply, although this 
fact is somewhat obscured by the 
efficiency of the Capital Issues Com- 
mittee in lengthening the queue of 
would-be raisers of fresh funds. A factor 
responsible for the sharp fall at the 
opening of the new month was the 
pessimism in two addresses delivered by 
the Chancellor, in which he did his best 
to impress upon the nation at large that 
matters are really serious and may soon 
be more so. The effect of statements and 
exhortation of this character is neglig- 
ible on the home public but it confirms 
in their doubts foreigners who are dis- 
trustful of the future of sterling. The 
recovery was partly the result of a 
further statement to Commonwealth 
correspondents striking a more optimis- 
tic note, in that it was addressed rather 
to the achievements of the Government 
than to the actual state of the country. 
Mr. Macmillan still believes that it is 
the duty of a Chancellor to persuade as 
well as to act—but it remains far from 
certain that even his powers of per- 
suasion will suffice without more action. 


Better Trade Figures 

A further item which tended to cheer the 
“bulls” was the addition to the gold and 
dollar reserves during May: although it 
was rather lower than recent additions, 
it was nevertheless fairly high. That the 
favourable showing of the May return 
of the reserves was caused mainly by the 
good E.P.U. settlement for April, and 
that the May figure for that account was 
substantially reduced, received less 
attention than was called for. That the 
amount of dollars earned outside the 
E.P.U. was the lowest for some time was 
also largely overlooked. The earlier 
sharp drop in the stock market was 
followed by a considerable rally in 


almost every section. Sterling, however, 
while still presenting a respectable front 
to the world, continued rather weak, and 
there is some suspicion that there has 
been official support at least as against 
the dollar. Contrariwise, the demand for 
Treasury Bills outside the market 
recovered and the rate of interest on 
the first Friday of the new month was 
restored once more to a level above 5 
per cent., the market allotment dropping 
to 43 per cent. During the week there 
had been some talk of a rise in Bank 
Rate by a whole point and the absence 
of any action caused a further rally in 
most sections of the market, helped some 
days later by the publication of the trade 
figures for May, showing the highest 
exports for a long time. The net effect of 
these events is seen in the following 
changes in the indices of the Financial 
Times between May 24 and June 20: 
Government securities down from 86.58 
to 85.13; fixed interest down from 96.34 
to 94.58; industrial Ordinary down from 
184.5 to 176.9; and gold mines up from 
78.9 to 81.0. 


Trinidad Oil Offer 

One of the outstanding events of the 
month was the offer by Texas Oil of 
almost double the market price for the 
whole Ordinary capital of Trinidad Oil— 
previously Trinidad Leaseholds. It was 
at once apparent that such a sale would 
require Government consent and the 
almost immediate reaction of the more 
vocal members of the public was that 
the acquisition of this valuable British 
asset by American interests ought to be 
forbidden. It may be pointed out that 
these views were reached before either 
the details of the deal or the actual 
position of Trinidad Oil had been con- 
sidered and appear to have been based 
solely on emotion. The size of the deal— 
the U.S. offer if wholly accepted would 
bring in over £63 million, presumably in 
dollars—warranted some _ excitement. 
But whether or not the offer should be 
accepted seemed to depend entirely on 
commercial considerations, once it was 
clear that the position of Trinidad was 
assured under the new ownership as 
under the old and that there was no 
overwhelming protest from Canada, 
where the British company has con- 
siderable interests. The Government 
decision to accept, subject to conditions, 
is correct. It is evident that the British 
company has not the finance to con- 
tinue development of its sales in this 
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country—and probably in Canada—on 
the scale of the major groups and this 
finance Texas Oil will provide. The two 
companies are already linked on the 
distribution side through interests in 
Regent Petrol and there seems no 
reason to object to further American 
participation in oil in this country, the 
more so that the proceeds ought even- 
tually to be used for British investment 
in dollar areas. 


Bowater Expansion 

A further reason for not opposing some 
American investment in this country is 
that we wish to have reasonable freedom 
to invest in North America. Early June 
brought the announcement by Sir Eric 
Bowater that his group was planning to 
build a completely new paper mill in 
South Carolina, provided that the 
necessary sanction could be obtained. 
This involved the cancellation or amend- 
ment of a 60-year-old State law limiting 
to 500 acres land ownership by foreign- 
ers. The amendment was in due course 
passed and the group are proceeding 
with the task of creating this new asset. 
The whole of the finance will be pro- 
vided locally, either in loans or from the 
reserves of the American subsidiaries. 
At the same time the original mill at 
Calhoun is being extended. The total 
Bowater investment in the United States 
and Canada is now very substantial 
indeed and must be making some con- 
tribution to our dollar receipts, although 
one that is reduced by the moderate 
holding overseas of the capital of the 
parent company. 


Clore vy. Fraser 

A minor take-over bid causing some 
excitement has been the subject of a 
contest between Messrs. Clore and 
Fraser for control of Scottish Motor 
Traction. The original offer made on 
behalf of Mr. Clore seemed advan- 
tageous but caused some alarm at the 
prospect of control of a Scottish venture 
passing south of the border. At this 
stage the House of Fraser stepped in 
with a bid which was perhaps, at least 
on paper, slightly better. Mr. Clore 
raised his price Is. for early acceptances 
and so did Mr. “raser, but by the closing 
date of his ofic. Mr. Clore declared it 
definitive. This presumably means that 
he has control and the only question is 
whether he will be able to obtain 90 per 
cent. of the shares now and, if he so 
desires later, acquire the remainder 
compulsorily. Each offer is mainly for an 
exchange of shares and Mr. Clore seems 
to give the more varied cover. 
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ACCOUNTANCY JULY 1956 


Points From 
Published Accounts 


The Accountant Annual Awards 

At an impressive ceremony held last 
month in the Mansion House, Viscount 
Chandos, D.S.0., M.c., P.c., chairman of 
Associated Electrical Industries Ltd., and 
Mr. Charles L. Hill, chairman of 
Folland Aircraft Ltd., were presented by 
the Rt. Hon. The Lord Mayor of 
London, Sir Cuthbert Ackroyd, Br., 
with The Accountant annual awards for 
1956 for company reports and accounts. 

Mr. Ronald Staples, Editor-in-Chief 
of The Accountant, who presided over 
the large number of visitors in the 
Egyptian Hall, said that their presence 
showed that the annual awards were 
acknowledged in the proper quarters as 
a serious endeavour to encourage the 
preparation by public companies of 
clear and more informative annual 
reports and accounts. They were heart- 
ened to hear from those in a position 
to judge that there was a distinct 
all-round improvement in accounts and 
reports of public companies in the last 
two years. The increasing number of 
entrants to the competition suggested 
that the inception of the awards might 
in some measure be responsible for the 
improvement. Accountants had always, 
continued Mr. Staples, wanted better 
and more informative accounts, but had 
not always been successful in persuading 
their clients to produce them. He thought 
that shareholders were entitled to full 
reports and accounts at least twice a 
year. 

Lord Chandos said that disclosure 
was the answer to many of the difficulties 
with which directors and managers were 
faced in their relations with shareholders 
and the public. It was seldom that dis- 
closure was overdone. Nearly all the 
serious troubles he could remember in 
his long life in the City would have been 
avoided or at least mitigated by early 
disclosure of difficulties. Mr. Charles L. 
Hill congratulated The Accountant for 
what they were doing to make accounts 
available in a form to cause shareholders 
to take a greater interest in their busi- 


ness. 

Mr. Montague Gedge, Q.c., chairman 
of the Panel of Judges (the other mem- 
bers of which included Mr. Bertram 
Nelson, C.B.E., J.P., F.S.A.A., immediate 
Past-President of the Society of Incor- 


porated Accountants) said that all the 
accounts submitted showed a great 
advance in accountancy technique. The 
panel were looking for clear straight- 
forward accountancy, better display and 
the maximum of information for share- 
holders. The accounts of Associated 
Electrical Industries and the chairman’s 
statement were exceedingly clear and 
informative. Equally, the accounts of 
Folland Aircraft gave clear information 
and a fair disclosure to shareholders 
and others of what they ought to know. 

We regret that in a note last month in 
this feature we indicated that it was the 
1955 accounts of Associated Electrical 
Industries that won the award: in fact, 
the 1954 accounts were the winning 
ones. 


Partial Consolidation 

A. A. Jones and Shipman continues to 
take the unusual course of showing a 
consolidated balance sheet, but omitting 
a consolidated profit and loss account. 
The reason given is that “‘as the net 
profit of a group exceeds by only 
£2,517 (1954—£865) the net profit of the 
holding company, there is no advantage 
in presenting a consolidated profit and 
loss account.”” Where, then, is the 
advantage in presenting a consolidated 
balance sheet, since the difference be- 
tween the total assets of the parent 
company and those applicable to the 
group is precisely £2,161? Surely, the 
more prevalent practice of showing the 
consolidated profit and loss account and 
omitting the parent company’s account 
would be a more logical approach? 


Clarity and Simplicity with Colour 

Whether or not their dose of nationali- 
sation has affected the determination of 
the steel companies to be widely under- 
stood—or was the nationalised authority 
itself responsible for many of the im- 
provements?—some remarkably fine sets 
of accounts have been prepared by 
companies now returned to private 
hands. None come finer than those of 
the United Steel Companies which, in 
addition, has published a review of 
progress for 1955 designed specifically 
for the employees. Its quarto size makes 
it handy and not too large to frighten 
away the less enthusiastic. Obviously a 
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great deal of care and thought has gone 
into its preparation, and the result is 
wholly worthwhile. Colour is used 
amply in both diagrams and full-tone 
pictures of the various plants at work. 
Pictorial analysis of the main financial 
features of the year is the medium chosen 
rather than figures but the consolidated 
accounts are reproduced in a beautifully 
simplified form which even the least 
understanding reader should have no 
difficulty in appreciating. Undoubtedly 
the fact that the figures are set on a 
background of blue and red, for the 
different years respectively, with a yellow 
heading, has a great deal to do with 
their readability. 


Readable Accounts 

British Insulated Callender’s Cables’ 
accounts are up to the highest standard, 
beautifully illustrated in colour, and 
printed on fine art paper. The figures 
are well laid out, and the use of bold 
type makes for readability. 


Artistry in the Accounts Department 

A much more ambitious set of accounts 
has made its appearance from Telegraph 
Construction and Maintenance this year. 
A handsome stiff cover with gold and 
black embossed lettering has replaced the 
former plain paper cover, and ample use 
has been made of photographs to illus- 
trate the chairman’s statement. The 
accounts themselves follow a similar 
pattern, though an improved lay-out 
has given much more space around the 
figures and type, while the comparative 
figures are made to stand out clearly by 
being printed on a green background. 
The effect is particularly noticeable in 
the balance sheet, where all unnecessary 
details have been relegated to the notes 
section. Thus revenue reserves now 
appear as one entry instead of eight 
sub-entries under this heading. 


**Sundry” . 

The usual fine set of accounts has been 
published by F. Perkins—clear and un- 
cluttered, with plenty of ancillary in- 
formation and statistics. As with Tele- 
graph Construction, the use of a 
coloured background for the com- 
parative figures gives a very pleasing 
effect, as well as helping to make the 
figures stand out. The point of particular 
interest in these accounts is the deduc- 
tion of a “sundry provision” of £100,000 
before striking the net trading profit. 
This seems to be a contradiction in 
terms, for a provision is of a specific 
nature, and “sundry” cannot, in any 
event, be used in the singular. This may 


Se ee 


* ,. arr 7 eae. ¥ 0” a - ae aes ae af St hes . i y = ‘eee 4 ef bs: ee al 
| SSS % : ; 
_ 
: 
; 
R 
_ 
& 
é € 
| 
2 Re " a. * >. a a P = ™ a Ar a a iy 4 i. ee ee ae " ’ 


oo < & So 


na | i 


' 
| 


a } 
: beak. e 


- = a i 
This charming modern residence 
. . . May or may not be your idea of the ideal home. But what- 
ever house you choose, you will surely be faced with the prob- 
lem of raising the necessary capital. Why not call in Frizzells, 
the experts in house purchase? 

Frizzells have been helping people to buy their homes on 
mortgages for over 25 years and with this experience they are 
most likely to find you the highest possible loan at the very best 
terms—and in the shortest time, too. 


Their advice is entirely FREE and without obligation. 
Write now or telephone for a confidential interview. 


NORMAN 
FRIZZELL 


(LIFE & PENSIONS) LTD 


Frizzells unique deferred terms are 
available to the young accountant 
who can wait for a house and who 
prefers a 100% loan. These terms 
guarantee the interest rate. 


24 GREAT TOWERST., LONDON E.C.3 


Telephone: Mincing Lane 1000 (20 lines) (near Tower Hill Underground Station) 


SOUND TUITION 


plus 


A CLEAR-CUT GUARANTEE 
is the R.R.C. formula for 


YOUR SUCCESS 


in the Examinations of 


THE INSTITUTE 


and 


THE SOCIETY 


Also for A.C.C.A., I.C.W.A., I.M.T.A., C.LS., ete. 


Before making plans for further study, you are 

cordially invited to send for free details of the 

efficient, inexpensive training with NO PASS— 

NO FEE GUARANTEE provided by the College. 
Your inquiry places you under no obligation. 

WRITE TODAY, specifying interest, to THE PRINCIPAL, Dept. AY, 


THE RAPID RESULTS COLLEGE 


TUITION MOUSE LONDON, 5$.W.19. 
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Neville 
Sndustrial Securities 
Limited 


The Midlands Issuing and Finance House providing a 
complete service for industrial companies to obtain capital 


and for the proprietors of private companies to market their 
holdings, and make provision for Death Duties. 


Public offers for Sale and placings during 1947-56 


Concentric Manufacturing 
Co Ltd 
George Edmonds Ltd 
The Hill Top Foundry 
Co Ltd 
Fletcher, Houston & Co Ltd 
Prima Industries Ltd 
W. & J. Lawley Ltd 
Job Wheway & Son Ltd 
Fordham Pressings Ltd 
F. H. Tomkins Ltd 
J.T. Price & Co Ltd 
Zinc Alloy Rust-Proofing 
Co Ltd 
Onions & Sons (Levellers) 


Ltd 
Wm. Sanders & Co 
(Wednesbury) Ltd 
R. & A. G. Crossland Ltd 
Alfred Case & Co Ltd 
John Hawley & Co 
(Walsall) Ltd 
Bilston Foundries Ltd 


Craddock Brothers Ltd 
John Folkes (Lye Forge) 
Ltd 
Gibbs & Dandy Ltd 
Belgrave (Blackheath) Ltd 
Hallam, Sleigh & Cheston 
Ltd 
Strakers (Newcastle) Ltd 
Elliot Paisley Ltd 
Alfred Clough Ltd 
Wm. Park & Co 
Forgemasters Ltd 
Swinnertons Ltd 
Arthur Wood & Son 
(Longport) Ltd 
C. E. Ramsden & Co Ltd 
Prestage Ltd 
Fry’s (London) Ltd 
Sankey Green Wire 
Weaving Co Ltd 
J. Hewitt & Son (Fenton) 
Ltd 
A. R. & W. Cleaver Ltd 


Directors: 
G. ROLAND DAWES, F.C.A., F.C.W.A. 
E. CARL REEVES, B.SC.(LOND.) 
SIR GREVILLE F. LAMBERT, BART., F.C.A. 


Secretary: 
NORMAN E. HURST, A.C.A., F.C.LS. 


Neville House, Waterloo Street, 
Birmingham, 2 


Telegraphic Address: *TRUSTNEVIL, BIRMINGHAM’ 


Telephones: MIDLAND 5677-8-9 


Subsidiary Company: 
NEVILLE INDUSTRIAL Securities (S.W.) Ltp 
Baltic House, Mount Stuart Square, Cardiff 


Telephone: CARDIFF 32255 
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The Report of 


Associated Electrical Industries Limited 


winner of ‘The Accountant’ 1956 Award for 


the ‘Larger’ Company Report was 


printed by Eden Fisher & Company Limited . 


V0 ET re 


“... The specialized services of an expert Company 
Printer are essential to the design and production of an 
award-winning Report and Statement of Accounts...” 


EDEN FISHER & COMPANY LIMITED 


New Issue and Company Printing Department 


6 CLEMENTS LANE, LOMBARD STREET, E.C.4. PHONE: MAN 7131 


A member of the Eden Fisher Group 


DAY AND NIGHT COMPANY PRINTING SERVICE 
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szem like a carping criticism, but it is 
something that hits one immediately— 
no doubt because the standard of the 
accounts as a whole is so high. 


Current Assets by Any Other Name. . . 
Albert E. Mallandain is one of the few 
companies to link its reserves to liquid 
funds. In the latest accounts British 
Government securities of £31,921 have 
been pulled out of the current assets and 
set up as reserve fund investments. It is 
difficult to see why the company has 
adopted this new practice, unless it is to 
draw attention to the liquidity of the 


Letters to 


Voluntary Disclosure 


Sir.—We were interested to read the 
remarks about our annual accounts in 
your issue of June, 1956 (page 235). 

The effect of the changes that we have 
made in presentation is not conveyed to 
your readers quite as we would have 
expected. You imply that the 1954 
profit was understated by £2 million, 
but it was not. 

There are different views about the 
treatment of tax relief on initial allow- 
ances. In the 1954 accounts the tax 
relief was included with the charge for 
depreciation, but was treated as part of 
the taxation charge when revising the 
1954 figures for use in the 1955 accounts. 
The amount of the 1954 tax relief was 
£1.946 million, which accounts very 
largely for the difference of £2 million in 
the profit before taxation. 

Would it not have been fairer to say 
that the 1954 surplus after taxation is 
now brought out as £5.25 million 
instead of £5.22 million? As has been 
stated on several occasions, and as is 
clear from the accounts, our profits 
since 1951 have always been stated 
without any deduction for contingencies 
or other inner reserves. 

You ask in your article why, when the 
largest shipping concern of all is pre- 
pared to give a true and fair view without 
masking it by taking advantage of the 
Shipping Companies Exemption Order, 
other companies still prefer to hide 
behind the Order? 

We suggest that the answer to your 
question is fairly straightforward. We 
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business. Whatever the directors term 
them, however, these securities will 
remain current assets in the eyes of most 
readers of the accounts. 


Giving the Tax Story 

Taxation is a complicated enough 
subject at the best of times, and any 
practice designed to make things clearer 
is worthy of credit. Most companies 
make no attempt to explain how their 
taxation debits are arrived at, and if 
there has been a great deal of heavy 
capital expenditure one is left to guess 
what the tax charge would have been in 


the Editor 


have made it clear throughout that the 
reason why we have abandoned the use 
of the Shipping Companies Exemption 
Order is that we are satisfied after 
several years’ experience that group 
accounts such as ours can give no useful 
information to foreign competitors, 
referring as they do to a large group 
covering a multitude of trades. We have 
no intention, however, of abandoning 
the use of the Order by those of our 
subsidiary companies which feel that 
the protection of the Order is still 
necessary. This applies especially when 
a company is concerned with one par- 
ticular trade route. The curiosity of 
foreign countries in the profits of British 
shipping companies is a very real threat 
to the interests of this country. 
Yours faithfully, 
CHARLES W. ASTON, A.c.A. 
For the Managing Directors, 
Peninsular and Oriental Steam 
Navigation Company. 


122 Leadenhall Street, 
London, E.C.3. 


Accountants’ Group for Medical 
Insurance 


Sir,—With reference to earlier corres- 
pondence (see ACCOUNTANCY for July, 
1955, page 276) we thought that readers 
might be interested to learn that the 
Accountants’ Group of the British 
United Provident Association has now 
been operating for one year and that 
nearly 250 members have joined. 

The Group enables subscribers to 


287 


more normal circumstances. Not many 
companies take the trouble to go into 
these considerations as thoroughly as 
Associated Fisheries, which shows that 
its profits tax has been reduced to 
£52,637 by £465 accruing from previous 
losses, and by £2,412 for investment 
allowances. Income tax has been re- 
duced by £8,142 for previous losses and 
by £32,108 for investment allowances, to 
£293,311. Perhaps the right place for 
such information is in the notes rather 
than on the face of the accounts them- 
selves, but it is particularly valuable to 
have. 


obtain protection against the cost of 
private treatment for accident or illness, 
on terms well below those available to 
individual subscribers to the Associa- 
tion. Membership of the Group is open 
to most accountants in practice or in 
employment, as well as to all grades of 
staff employed by practising qualified 
accountants. 

As was stated last year, this invitation 
is not addressed to those who are 
eligible to join a group scheme sponsored 
by a District Society of Incorporated 
Accountants. 

Yours faithfully, 
ROSE, GLUCK & CO. 
Hon. Group Organisers, 
B.U.P.A. Accountants’ Group. 


Room 5, 
14 Queen Victoria Street, 
London, E.C.4. 


The Glasgow Chartered Accountants Stu- 
dents’ Society held a week-end residential 
course at The Burn, Edzell, from May 25 
to 28. We understand that this is the first 
residential course to be held for appren- 
tices of the Scottish Institute. The pro- 
gramme included papers by Mr. S. G. 
Gillies, c.A., on “Reading between the 
Balance Sheet Lines”’; by Mr. J. T. Dowling, 
c.A., on “The Purpose of the Audit of 
Limited Company Accounts and Some 
Practical Implications’; by Mr. A. D. 
Paton, c.a., on “Some Leading Tax Cases 
and their Significance’; by Mr. W. M. 
Adam, T.D., B.SC., A.M.I.MECH.E., C.A., On 
“Difficulties arising in the Production of 
Reliable Cost Statements’’; and by Mr. W. 
I. French, D.S.0., O.B.E., T.D., C.A., on “Asset 
Values and Profits—Their Relationship for 
Business Valuations.” A brains trust was 
held for questions on costing and taxation. 
Facilities were available for sport and 
recreation in free periods during the course. 
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Readers’ Points and Queries 


Here is a forum in which our readers can make known, to the benefit of others, points 
of interest in accounting, taxation and allied subjects, and can pose their queries. We 
usually reply editorially to queries submitted. 

Readers are invited to send to the Editor (at Incorporated Accountants’ Hall, 
Temple Place, Victoria Embankment, London, W.C.2) any points or queries for these 
columns. Readers’ own replies to queries published earlier will also be welcomed. 


Change of Accounting Date 


Reader’s Query. — If a_ business 
changes its accounting date in the 
second year of its existence, does Sec- 
tion 127 (3) of the Income Tax Act, 
1952, apply? 

The original accounting date was 
November 17, 1954, changed to January 
31 in 1956: thus the second period was 
for some fifteen months. Assessable 
profit for the first year was £363, and 
for the second period £996. Sections 127 
and 128 were applied to the original 
assessment in the usual way. 

The Revenue state that the assess- 
ments now become: 1955/56 £459 and 
1956/57 £824 on the basis of the year to 
January 31, 1956. No workings have 
been given. An opinion had to be asked 
from the Head Office in London. 

It was thought originally that in this 
case Section 127 (3) did not apply as the 
business had not been in being for three 
years, but in any event we cannot 
reconcile the Revenue’s figures. 


Reply.—In our opinion, Section 127 (3) 
of the Act applies and it appears that the 
Revenue have based the assessment on the 
twelve months to January 31, 1955, and 
January 31, 1956. The Inspector should be 
asked to give his workings as, on the 
information given, we cannot reconcile 
the figures. 


Director's Fees for Services to Another 
Company 

Reader’s Query.—\ should be glad of 
your advice in regard to the probable 
ruling of the Inland Revenue if the 
undermentioned transactions take place. 

A director of a cleaning company is 
about to take up residence at a farm. He 
is virtually the sole shareholder of the 
farming company, which in turn holds a 
majority shareholding in the cleaning 
company. He will devote most of his 
time to putting the farm in order but 
will also supervise the running of the 
cleaning company. He proposes to 
charge the cleaning company a fee of 
some £5,000 per annum for supervision, 
and this amount will be charged for 


services: he will not draw any salary or 
fees from the farm company, as most of 
his remuneration is already drawn from 
other companies in which he is inter- 
ested. 

The farm company has accumulated 
tax losses of approximately £10,000 
over the past few years and, as it is not 
in a profit position yet, cannot obtain 
any relief for these past losses. The 
cleaning company is in a profit position. 
The effect of the proposed charge will 
be that the cleaning company will save 
tax on £5,000 and the farm company 
will use up part of its accumulated losses 
by bringing the fee charged to the credit 
of its profit and loss account. The 
director thinks that after two or three 
years of his personal supervision the 
farm will be making profits. 

Will the Inland Revenue contend that 
this is, in fact, tantamount to a subven- 
tion payment, and as no subsidiary 
company is involved, will they, in your 
opinion, disallow the entries? 


Reply.—In our opinion, the proposed 
transaction would fail for the following 
reasons: 

(a) Supervising another company is no 
part of the business of farming and, 
therefore, a loss in farming cannot 
be set against the receipt in respect 
of those services. 

(b) The revenue would probably say 
that the £5,000 was not wholly and 
exclusively disbursed for the pur- 
poses of the trading of the cleaning 
company. 

A subvention payment does not arise as 
there is no subsidiary company. In any 
event, subvention payments cannot deal 
with past losses. 


Hazards of Partnership Changes 


Reader’s Point.——I have read with 
considerable interest the article 
“Hazards of partnership changes” in 
the May issue of ACCOUNTANCY (pages 
182-4). 

I think it is important to point out 
that in view of Section 19 of the Finance 
Act, 1953, if no election is made the 
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whole business is treated as having been 
discontinued and a new trade has been 
set up and commenced. In the circum- 
stances given in Table 4 of the article on 
page 183, one should be careful to see 
that, if the profits are falling, the pro- 
visions of Section 129 (2) of the Income 
Tax Act, 1952, should be invoked. This 
means that if in fact the profits for the 
year ended March 31, 1956, do happen 
to be £19,000, then the 1955/56 assess- 
ment will have to be reduced as shown 
below. 

} of £24,000 = £18,000 

Plus } of £19,000 = £4,750 


£22,750 


Of course, if this is done it will also be 
necessary to revise the 1956/57 assess- 
ment to actual. This is very important, 
as if the profits continue to drop it may 
well be that Table 4 is more beneficial 
than Table 3. 


Seven Year Covenants 


Reader’s Query.—In ACCOUNTANCY 
for May, 1956 (pages 193-5) there 
appears an article on seven year 
covenants. In one case it was decided 
only a few days before April 5, 1956, to 
draw up an agreement, and it was not 
possible to get the document signed 
before April 15. Therefore, although 
the covenantor wished to make a pay- 
ment for the year ended April 5, 1956, 
he had to abandon the idea. Do I under- 
stand from your article that if the 
agreement had specifically stated that 
the payment for the year ended April 5, 
1956, fell due on, say, April 15, 1956, 
tax could then have been reclaimed for 
that year? 

A further point occurs when payment 
for each year is made in two instal- 
ments—for instance, on May 2 and 
September 1, 1956, for the year 1956/57; 
on September 30, 1957, and March 31, 
1958, for 1957/58; and then on the 
same dates in subsequent years, ending 
with September 30, 1962, and March 31, 
1963, for 1962/63. The crucial point 
seems to be that more than six years 
must elapse between the final payment 
for the year ended April 5, 1957, and the 
first payment for the year ended April 
5, 1963. 


Reply.—We consider it is impossible to 
back-date payments beyond April 6 in the 
year of assessment in which the deed is 
executed. 

As stated in the article, the payments 
must extend over more than six years. In 
the example given by our reader, pro- 
viding the covenant was entered into in 
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1956/57 so that there was a period of 
more than six years from the date of the 
covenant to March 31, 1963, the deed 
would be effective. If the deed were 
entered into on May 2, 1956, the six 
years would be up on May 2, 1962. 
Where deeds are back-dated, it is com- 
mon to make the period eight years in 
order to be quite safe. 


Work-in-Progress— Valuation 

Reader’s Query.—My clients, A. and 
B., commenced in business on Septem- 
ber 9, 1951, as contract builders. The 
first accounts of the firm were prepared 
for the period to September 30, 1952. At 
this date the firm was engaged on three 
contracts which were completed during 
the following year, no contracts being 
completed at September 30, 1952. The 
work-in-progress was included as the 
full cost to date of the contracts without 
any inclusion for profit. The accounts 
therefore showed neither profit nor loss 
and the assessments for 1951/52 and 
1952/53 were accepted as nil. 

The firm closed down in December, 
1954, and the Inspector agreed to accept 
the second accounts for the period 
September, 1952, to December, 1954, 
all contracts being by then completed. 
The profit for that period was £4,787. 
The position, then, on a time basis is: 


£ 
Assessment 1951/52 .. nil 
= 1952/53 .. nil 
ie 1953/54 2,128 
- 1954/55 1,568 
3,696 


The Inspector now states that with 
more information he would not have 
agreed to the September, 1952, accounts 
figure of ni/. (He had all the information 
available at that date, when there was no 
expectation that the firm would close 
down.) He now seeks to apportion the 
profit of £4,787 over the whole period 
from September, 1951, to December, 
1954, on the basis of the periodical cash 
received on account of the contracts, and 
thus gets the following figures: 


£ 
Assessment 1951/52 .. 700 
= 1952/53 1,400 
_ 1953/54 .. 1,680 
ms 1954/55 .. 582 


4,362 


Have I a reasonable chance of success 
in contesting this suggestion? 


Reply.—On the facts stated, the 
Inspector of Taxes should be asked for 
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his authority for his proposed treatment. 
Work-in-progress is normally valued on 
the basis of prime cost plus a reasonable 
proportion of overheads, unless it can be 
Shown that the real value is less. Pro- 
vided that this basis of valuation was 
used, there seems to be no grounds on 
which to reopen the case. It can be pointed 
out that no profit is earned on a contract 
until it is completed, a fact that is 
emphasised in the provisions made in 
connection with profits tax where esti- 
mated profit has to be spread. The receipt 
of progress payments is irrelevant to the 
ascertainment of profit. These payments 
are normally much less than cost to date. 
On the facts available, it would appear 
that a firm stand is indicated. 


Purchase of Land by Builder 

Reader's Point—My client’s case, 
described in ACCOUNTANCY for Decem- 
ber, 1955 (page 475), has now been 
heard by the Commissioners. The 
decision was in favour of the client. 
Although the Inspector expressed his 
dissatisfaction with the verdict, I have 
since been informed by the Revenue 
that they do not propose to continue 
further with the case. 


Reply.—This result emphasises the 
importance of the facts in the individual 
case and of the evidence in support of 
them. 


Dividends Arising After Death 

Reader’s Query.—I notice with in- 
terest the query under this heading 
appearing in ACCOUNTANCY for March, 
1956 (page 103). It would appear that a 
residuary legatee is liable for tax (in- 
cluding surtax) upon income that he 
will never receive, if his total income is to 
include that which is strictly apportion- 
able to the deceased life-tenant. This 
appears most inequitable, particularly 
from the surtax angle, and I wonder 
if any relief is applicable. 


Reply.—It appears that what our 
reader says is correct. Sections 419 and 
420 of the Income Tax Act, 1952, require 
the residuary income of an estate to be 
ascertained by deducting from the 
statutory assessment or gross income 
received any annual payments, manage- 
ment expenses properly chargeable to 
income, and any income to which any 
other person is specifically entitled. If 
there is a life tenant, the sums payable to 
the life tenant will be included in the last 
deduction mentioned above. Since, how- 
ever, apportionment does not apply 
against the Revenue, dividends appor- 
tioned to a deceased life tenant's estate do 
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not become his income, but that of the 
executors and so of the residuary legatee 
(Stewart’s Executors v. C.I.R. [/952] 3/ 
A.T.C. 202). It is thought that for surtax 
purposes the residuary legatee can be 
taxed only on the gross equivalent of all 
sums paid before or payable on com- 
pletion of the administration. 


Excess Rents 


Reader’s Query.—For some years 
now, in computing the liability to in- 
come tax on excess rents under Case 6, I 
have claimed and been allowed a 
repairs allowance notwithstanding the 
fact that the tenants were responsible 
for all repairs. An addition of 15 per 
cent. was made to the rent to cover such 
repairs and the normal repairs allow- 
ance deducted, thus: 


S « @ 
Rent a 100 0 O 
Add: 15 per cent. 15 0 0 
115 0 0O 
Repairs allowance 22 10 O 
93 10 O 
Net Schedule “A” 
Valuation .. 33 10 O 
Excess assessable under 


Case 6 _ i 60 0 O 


In this connection I would refer to 
Taxation Notes in the issue of ACCOUNT- 
ANCY dated June, 1943, page 170. 
While I realise that the example quoted 
there relates to compensation rent, I do 
not think that this affects the principle 
that as the landlord suffers wear and 
tear he should be entitled to repairs 
allowance as shown in the example. 

The Inspector of Taxes, dealing with 
the assessment for 1955/56, now refuses 
to continue the allowance on the grounds 
that the tenants did full repairs. 

I should be glad to have your views on 
the matter. 


Reply.—The assessment on excess 
rents is, by Section 175, Income Tax Act, 
1952, the excess of the amount which 
would have been the amount of the 
assessment under Schedule A as reduced 
for the purpose of collection, if the annual 
value had been determined by reference to 
that rent and the other terms of the 
lease, over the actual amount of the 
assessment under Schedule A as reduced 
for the purpose of collection. By Section 
100 (1) (b), where a tenant has undertaken 
to bear the cost of repairs, the reduction 
for the purpose of collection is not to 
exceed the amount necessary to reduce 
the assessment to the rent payable by the 
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tenant. It would appear, therefore, that 
the Inspector of Taxes is strictly correct 
in his contention, although, as the reader 
says, this method of calculation has not 
been so common in the past. There is, 
however, a Revenue concession whereby 
the landlord is entitled to relief for the 
cost of repairs borne by him in such a 
case. If, in the case stated, insurance 
amounts to £7 10s. Od., it is likely that 
the Inspector would be prepared to 
allow that, making the excess rent £60 as 
shown in the example. It is important to 
remember that the repairs allowance has 
to cover repairs, maintenance, manage- 
ment and insurance and makes no refer- 
ence to wear and tear. 


Small Retailer—Tax Valuation of Goods 
for Own Consumption 


Reader’s Query.—Readers may be 
interested in the following query re- 
ceived from an Inspector of Taxes in 
connection with the accounts of a small 
retail grocer: 

I note that you have added back £3 per 

week for ‘‘own goods,” but this adjust- 

ment was probably made on the basis of 
cost price. In view of the decision of the 

House of Lords in the case of Sharkey v. 

Wernher, what is the appropriate addition 

needed to bring the adjustment up to 

your client’s retail price? 

I had the impression that the opinion 
prevailed among senior Inspectors of 
Taxes that the Sharkey v. Wernher case 


Publications 


Executorship Law and Accounts. 
(Ranking, Spicer and Pegler). Nine- 
teenth edition. Edited by H. A. R. J. 
Wilson, F.C.A., F.S.A.A. Pp. xxxix +377. 
(H.F.L. (Publishers) Ltd.: 35s. net.) 


IT WAS A PLEASURE to review the 
eighteenth edition of this classic text; 
it is an added pleasure to review this 
new edition in its modern dress. 

Opportunity has been taken to re- 
move from the text and the appendices 
matter of purely historical interest, with 
the result that the book is reduced from 
443 to 377 pages. 

The chapter on estate duty has been 
considerably amended to include the 
changes effected by the Finance Act of 
1954, with appropriate examples; the 
topics of estate duty in relation to con- 
trolled companies and the valuation of 
shares and debentures in such com- 
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would not be invoked in the case of 
small shopkeepers. It would be inter- 
esting to know whether this query is the 
result of instructions from the Board of 
Inland Revenue or is due purely to the 
enthusiasm of the Inspector. Have any 
other readers received similar requests? 


Reader’s Query.—In two recent cases, 
the local Inspector of Taxes has insisted 
that goods taken for their own con- 
sumption by traders should be paid for 
at market prices, and not cost prices as 
was the practice previously. The first 
case referred to a chemist, and the 
second to a butcher. The authority 
quoted by the Inspector is the decision 
in the case of Sharkey v. Wernher which 
concerned livestock transferred from 
one business to another. 

Colleagues have advised me to resist 
any general application of this rule, as it 
would tend to apply it to all trades. 

I shall be glad of your opinion, par- 
ticularly as the practice would infringe 
the general rule that a trader cannot 
make a profit out of himself. 

Are there any grounds on which 
valuation at market prices can be 
resisted? 


Reply.—In the Sharkey v. Wernher 
case, Viscount Simonds, in his judgment in 
the House of Lords, said that the true 
proposition is not that a man cannot make 
a profit out of himself but that he cannot 
trade with himself. In the case of com- 


panies have been given a chapter to 
themselves. 

Once again the editor reprints in full 
the recommendations of the Institute of 
Chartered Accountants in England and 
Wales on the form and contents of 
trust accounts, but unfortunately he 
does not always follow them in pre- 
senting the balance sheet of a trust. This 
is a pity, for in suggesting that the in- 
vestments, cash and other assets held on 
capital account should be segregated in 
the balance sheet from those held on 
income account, even to the extent, if 
need be, of columnarising the balance 
sheet, the Institute pin-pointed an im- 
portant advance in the structure of these 
accounts. 

In the next edition of the book an 
amendment may be necessitated by the 
decision of the House of Lords in 
British Transport Commission v. Gourley. 
The case may lead to the conclusion 
that in the apportionment under re 
Atkinson the net arrears of mortgage 


modities which are the subject of a man’s 
trade but may also be the subject of his 
use and enjoyment, his trading account 
ought to be credited with a receipt in 
respect of those goods diverted to his own 
use and enjoyment. In his Lordship’s view, 
the only logical way to treat such goods 
is to regard them as having been disposed 
of by way of trade and he could see no 
reason for ascribing a value other than 
that which the trader would normally have 
received in the due course of trade, that is 
to say, the market value. In view of this 
judgment, which was concurred in by the 
majority of their Lordships, there would 
appear to be no grounds on which to 
resist the treatment suggested by the 
Inspectors of Taxes. In many trades, 
particularly farming, it is impossible to 
arrive at the cost price and market value 
appears to be the only practical alter- 
native. 

If traders buy articles for their own 
use, they should be bought privately and 
not from the business. It should not be 
beyond the ingenuity of a trader to arrange 
to buy his supplies in this way, in which 
case Section 137 (b) would prevent the 
deduction from his profits of any dis- 
bursements or expenses of his mainten- 
ance or of the maintenance of his family 
or establishment. In that event, we do not 
see how any credit to his account could 
be required. 

We shall be interested to hear from 
readers of their experience. 


interest should be taken for the purposes 
of apportionment rather than the gross 
amount of such arrears as Mr. Wilson, 
writing before the recent case, suggests. 
The book goes somewhat further than 
the accountancy examinee requires, so 
that it is of added value to the prac- 
titioner as well—in short, an excellent 
text, the best of its kind for both the 
student and the practising accountant. 
R.A. 


Books Received 


A Formal Review of Social Accounting. By 
F. Sewell Bray, F.c.A., F.S.A.A., Stamp- 
Martin Professor of Accounting. “‘Reprint”” 
Series No. 27. (/ncorporated Accountants’ 
Research Committee, London, W.C.2: 2s. 6d. 
net.) 


Kelly’s Draftsman. Tenth Edition by W. J. 
Williams, B.A., Barrister-at-Law. Pp. Ixxii+- 
726 and Index 64. (Butterworth & Co. 
(Publishers) Ltd.: 52s. 6d. net.) 
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he School of Accountancy 
Highly Successful Courses 


% FOR ARTICLED CLERKS—Sound, authoritative, complete Courses 


for the Institute, Society and Association Examinations. 


%* FOR AUDIT CLERKS—The famous “Safe Pass” Courses for S.A.A. 
and A.C.C.A. 


%* FOR QUALIFIED MEN—I.C.W.A. Courses with concessions; and 


Training for Management. 
% FOR CAREERS IN INDUSTRY—Incomparable I.C.W.A. Courses. 


* FOR JUNIORS—Carefully graduated Courses in Book-keeping, 
Auditing and all Commercial subjects. Specialised Courses for the Prelims. 


Post coupon, or write, to 


THE SCHOOL OF ACCOUNTANCY 


105 Regent House, is 105 Regent House, 
6 Norfolk St., Strand, Coes Se . 2 West Regent Street, 
London, W.C.2 Glasgow, C.2 


fro eee ee 


POST THis 
COUPON TODAY 


Please send me a copy of your 
Prospectus. I am interested in 
the Examinations of the Institute/ 
Society /Association* 


SAS eas anne teed weenie ee 


*If you are interested in other 
Examinations, or in non-examina- 
tion tuition, please add details. 105 


TAXATION 


THE LEADING AUTHORITY 


First published on October lst, 1927, Taxation has served the taxpayer and his advisers 


for over twenty-eight years 


TAXATION 


brings to you WEEKLY the latest news of 
TAX CONCESSIONS : CHANGES IN PRACTICE : REPORTS OF TAX CASES 


ARTICLES OF TOPICAL INTEREST 
in addition 


YOUR PROBLEM WILL BE SOLVED IN FIGURES 


Read TAXAT I O N 


Edited by RONALD STAPLES 


PRICE 1/3 WEEKLY 
Subscription: £3 5s year, £1 14s half-year 


TAXATION PUBLISHING COMPANY LIMITED, 98 PARK STREET, LONDON, W1 


| | 
2 RL RAR = RNR I AN Se RW CR A RAAMMMM 
| ee 
| Ps | 
it 
: | 
! ee 
a: | 
1 
Po 
a | 
ee... 
| 
1 
| ! 
l 
l 
l 
i 
! 
OS =. EEN eR SN MM 
| a 
es Cl 
RUA a 
Oy, 
Po 
PO 
PO 
a 
a 
pe 
a 
Bese | ys, oe. eS | q ages a : ae 7 - ; ; 4 >) Teal Rae ew 


XVili 


OFREX 


OFREX LIMITED 


Fordigraph 


FORDIGRAPH LIMITED 


aT i 


er 


| 
OFREX = speepcuie 
Edge Binder <a | pr GIANT +? 


For strengthen- 
ing the edges of For heavy duty work. 
$ plans, drawings, Takes ~;” or #” hard 
maps, documents steel staples, and will 
and deeds. staple up to 150 duplica- 
Binds equally ted sheets. Non-clog 
mechanism. Loading capacity 200 Ofrex No. go staples. 


well with Threadline Cloth, 
Paper or Filmic Binding tapes. Large rubber head for easy working. 


No creasing or puckering. 
Easy and immediate adjust- 
ment on the depth of tape 
fold. Quick and easy reloading. 


Quote reference A.251 for full details. 


For full details quote reference A.201. 


i OFREX 546 
| World’s Most Scientific Instrument 


546 drop-action pencil takes a full size size standard thick- 
ness, 4” long, graphite or coloured refill. All point-wobble is 
eliminated, and refilling and change of lead is instantaneous. 
ag pencil has a built-in point-trimmer. Refill is used to 
ast }”. 

Instal those OFREX 546’s in your department—slash 
pencil bills by one third. 


OFREX 545 OFREX 454 


OFREX 
Transparent Folders 


Sizes: Quarto, foolscap and 
draft in various colours for 
office use; ideal for keeping 
an eye on the job. 

Sizes: 3” x 5", 4” x 8’, 
6” » 9’, for protection of job 


eliet nak weak conde Guinn A similar pencil but shor- Similar pencil for 2 mm. 
a : . . > “1° 
active wee : ter, for pocket use. No lead of Chinagraph type, 
a s ° . . . . . ™ 
point trimmer. available in various colours. 


For full details and sample, 


quote reference A.256. For full details quote reference A.241. 


OFREX SAMSON 


Smooth easy action; ever reliable. 
Staples, pins and tacks. Instant clear- 
ance of obstructions. Rubber base. 
Loading capacity 200 Ofrex No. 


50/60 staples. Reinforced alignment. 10-year guarantee. 


Fordigraph 


* The amazing new Model MAS 
; line selecting duplicator. Not 
only duplicates at great speed 
but is alse capable of produc- 
ing varying details on a basic 


For full details quote reference A.203. 


form by an auto- 
matic masking 
selecting action. 
Eminently suitable 
for preparing pro- 
ductioncontrol 
forms, works tick- 
ets, progress and cost depart- 
ment cards. 

Sounds complicated, but it’s 
all so easy on the no-ink, no- | 
stencil Fordigraph MAS. Saves 
typing, checking and carbon 
manipulation, time on every 
single job. 


Full details apply 


OFREX @ GROUP 


CENTRAL INFORMATION SERVICE 
35 RATHBONE PLACE, W.1 


Or by telephone direct to 


OFREX LTD. FORDIGRAPH LTD. 


. MUSuem 8246 LANgham 7002 
For details quote reference A.144. 
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Legal Notes 


Executorship Law and Trusts— 
Variation of Trusts 


Two more cases have recently been 
decided on the extent of the Court’s 
power to sanction arrangements de- 
signed to reduce the incidence of death 
duties on settled property. 

In the first case, In re Heyworth’s 
Contingent Reversionary Interest [1956] 
2 W.L.R. 1044, the tenant for life under 
two settlements made a _ conditional 
agreement with the reversioners ex- 
pectant on her death that she should 
purchase their contingent reversionary 
interests for cash sums considerably in 
excess of the actuarial value of those 
interests. The advantage of this arrange- 
ment, if it could be carried out, was that 
under present law the sums paid to the 
reversioners would not be liable to 
estate duty however soon the tenant for 
life should die after the transaction was 
completed. But, as one of the rever- 
sioners was an infant, the arrangement 
could not be carried out without the 
sanction of the Court. 

Upjohn, J., held that he had no power 
to sanction the arrangement. Section 53 
of the Trustee Act, 1925, did not apply 
because, although the result of the 
arrangement would be to benefit the 
infant, the agreement had not been 
made “with a view to the application of 
the capital or income” of the trust 
fund “for the maintenance, education or 
benefit” of the infant. Nor had the Judge 
any power to sanction the arrangement 
under the inherent jurisdiction of the 
Court, for it had been laid down in 
Chapman v. Chapman [1954] A.C. 429 
that the Court had no inherent jurisdic- 
tion to alter trusts merely because the 
alteration would benefit an _ infant 
beneficiary. 

In the second case, In re Cockerell’s 
Settlement Trusts [1956] 2 W.L.R. 
1050, Mrs. C. was tenant for life of a 
trust fund. C., her son, was originally 
entitled to a two-thirds share in the 
reversion, and he had settled half this 
share upon certain trusts. In order to 
reduce the estate duty payable on her 
death Mrs. C. was willing to purchase 
this part of the reversionary interest 
from the trustees of C.’s settlement, but 
under the terms of the settlement the 
trustees had no power to sell this in- 
terest as long as it remained in reversion. 
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The Court was asked to confer a power 
of sale on the trustees and Upjohn, J., 
agreed to do so. The learned Judge said 
that the case was distinguishable from 
Heyworth’s case because the Court was 
not being asked to vary the trusts of C.’s 
settlement; if the sale went through, the 
trustees would hold the proceeds of sale 
on exactly the same trusts as they were 
at present holding the reversionary 
interest. All that the Court was being 
asked to do was to sanction the sale of 
trust property and that sanction could 
be given under Section 57 of the 
Trustee Act, 1925, which provides that: 
““where in the management or admini- 
stration of any property vested in 
trustees any sale . . . is in the opinion of 
the Court expedient but the same cannot 
be effected by reason of the absence of 
any power for that purpose vested in the 
trustees by the trust instrument . . .the 
Court may by order confer upon the 
trustees the necessary power...” 

It is submitted that Heyworth’s case 
shows the present state of the law to be 
unsatisfactory. Taxation law should be 
the same for all, and it is unfair that, if 
one of the beneficiaries under a settle- 
ment is an infant, the trustees should be 
unable to obtain the sanction of the 
Court to arrangements which would 
undoubtedly benefit the infant and which 
could legally be made if all the bene- 
ficiaries were adults. 


Executorship Law and Trusts— 
Order of Application of Assets 


Schedule I, Part I], of the Admini- 
stration of Estates Act, 1925, contains 
detailed rules for the order in which 
assets are to be applied in the payment 
of debts when the estate is solvent, but 
no express mention is there made of an 
option given by a will to purchase 
property at a price below its true 
value. In Re Eve, National Provincial 
Bank Ltd. v. Eve [1956] 3 W.L.R. 60, 
the testator by his will gave X an option 
to purchase at their par value 1,000 £1 
shares, whose real value was consider- 
ably in excess of their par value. The 
estate was solvent but the residue was 
not sufficient to discharge all the 
liabilities in full. The question was 
whether, if the option was exercised, the 
shares should be transferred free from 
any obligation to discharge a propor- 
tion of the liabilities of the estate. 
Roxburgh, J., held that the bequest 
was not a specific bequest of the shares, 
nor was it a specific bequest of the 
difference between the price stated in the 
will and the market value of the shares. 
In so far as the property subject to the 
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option was required for the payment of 
debts, the option over that property 
could not be exercised at all and the 
benefit of it would be totally destroyed 
by operation of law; but so long as the 
purchase price stated in the will was, 
with the other assets, sufficient for the 
payment of debts, it and not the shares 
constituted the fund available for that 


purpose. 


Executorship Law and Trusts— 


Right of Beneficiary to Transfer of 
Assets 


In Re Weiner deceased [1956] | W.L.R. 
579, the trustees of a will held shares 
which gave them the controlling interest 
in a company. Eventually one of the 
beneficiaries became absolutely entitled 
to 45 per cent. of the capital and income 
of those shares, and he requested the 
trustees to transfer that proportion of 
the shares to him. The trustees were 
willing to make the transfer, but some of 
the other beneficiaries objected on the 
ground that it was in the interest of the 
beneficiaries as a whole that the trustees 
should retain control. 

Harman, J., held that the mere fact 
that the trustees would lose control of 
the company was no reason for holding 
up the transfer of the shares. In the 
absence of special circumstances the 
beneficiary concerned was entitled to 
have transferred to him the shares to 
which he was absolutely entitled, and 
no special circumstances existed which 
would justify the Court in refusing to 
order a transfer. 

The Judge did not attempt to define 
the circumstances that should be con- 
sidered “special” in this context, but he 
gave as a possible example a case in 
which the trustees might not wish to 
divide the shares at the moment, because 
they might be able to effect some scheme 
within the next year or two and they 
happened to know that the beneficiary 
claiming the shares was opposed to the 
scheme. 


Insolvency— 
Transfer of Proceedings 


If bankruptcy proceedings are started in 
a County Court an order may be made 
under Section 100 of the Bankruptcy 
Act, 1914, that the whole of those pro- 
ceedings should be transferred to the 
High Court, but it was held in Re 
Kouyoumdjian [1956] 1 W.L.R. 558 
that the Court has no power to order 
the transfer of a motion or other 
application in the bankruptcy apart from 
the rest of the bankruptcy proceedings. 
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The Student’s Columns 


I—INSURANCE CLAIMS 


EXAMINATION QUESTIONS ON the computation and book- 
keeping treatment of insurance claims are becoming 
more frequent. Usually the claims are for fire damage to 
stock or for loss of profits, also known as consequential 
loss. 


Claims for Stock 

If the amount of stock damaged or destroyed by fire 
cannot be directly verified, the best procedure is to con- 
struct a “trading account” for the period since the close 
of the last accounts. 

To construct the trading account, estimates will have 
to be arrived at for the following items: 

1. The stock at the closing date of the last accounts 
before the fire. 

2. The total of purchases from the date in (1) to the 
date of the fire, excluding goods invoiced but not de- 
livered. 

3. The total of sales during the period. 

4. The value of stock salvaged from the fire. 

5. The average rate of gross profit for the period. The 
rate will usually be based on the known average rate of 
past years but this average may have to be adjusted. 
Factors that may make recent rates inapplicable to the 
period include changes in the types of goods sold, the 
imposition or relaxation of price control or purchase tax 
and seasonal fluctuations in profit rates. 

If the books of account have been destroyed, it will 
probably be necessary to circularise customers and 
suppliers in order to ascertain as closely as possible the 
figures under (2) and (3) above. If there are cash sales, the 
proportion they have normally borne to the credit sales 
must be ascertained, to arrive at the approximate total of 
sales. Similarly with cash purchases. Students will 
readily appreciate that in building up these estimates 
bank statements will be used, especially if wages are to be 
charged in the trading account. 

If changes have occurred in the types of goods sold, in 
relation to previous years, it may be desirable to make 
use of a weighted average in calculating the rate of gross 
profit. 

The balance of closing stock shown on the trading 
account will be the stock that would have been in exist- 
ence but for the fire. Corrected for the value of salvaged 
stock and adjusted to cost price by the profit rate finally 
arrived at, it will give the figure for stock totally destroyed 
by the fire. 


Loss of Profits Claims 
A loss of profits policy indemnifies the insured for losses 
from the partial or total suspension of the business 


through fire (or other contingency covered). The claim is 
computed by reference to an ascertained percentage (see 
below) on sales; the decline in sales, as compared with 
those in the corresponding period of the previous year 
(the loss of turnover) resulting from the interruption, is 
multiplied by this percentage. To the figure so arrived at 
is added any increase in costs of working, as specified in 
the policy, to give the total claim. The policy will specify 
the maximum period of interruption that is covered. 

Consider the following examination question. There 
was a loss of profits policy for £40,000, with an 
indemnity period of six months. The turnover for the 
trading year to March 31 was £125,000; for the year 
ended June 30, the date of the fire, it was £131,000. 
During the period of interruption, turnover was £20,000, 
and in the corresponding period of the previous year it 
was £45,000. The net profit p/us standing charges for the 
trading year were £50,000; expenses of £2,000 were in- 
curred in reducing the loss, and the interruption produced 
a saving on standing charges amounting to £500. Normal 
business was resumed on October 31. 

The claim would be computed thus: 

Sales for trading year . : £125,000 

Net profit plus charges for trading year £50,000 

Thus, 40 per cent. of sales is made up of net profit plus 
standing charges. 

Sales during year to date of fire £131,000 

Sum insured a £40,000 

Thus, the insured amount was 30.5 per cent. of the 
sales during the year preceding the fire. (Note that the 
principle of the policy is that the annual profit plus 
standing charges should be insured. When the indemnity 
period is less than one year, the restriction in the period 
is recognised by a scaling down of the rate of premium.) 

The percentage on sales to be taken in computing the 
claim is the lower of the two rates, 40 per cent. and 30.5 
per cent. 


Sales during period of interruption £20,000 
Sales during corresponding period of 
previous year i ; £45,000 
Loss of sales due to the interruption: 
£45,000 — £20,000 = £25,000 


Applying the relevant percentage (30.5 per cent.) to 
loss of sales (£25,000) gives £7,625. 

There were expenses of £2,000, which were reduced by 
the saving on standing charges of £500. The difference of 
£1,500 is to some extent covered by the insurance as 
follows. The sum insured (£40,000) is 80 per cent. of the 
net profit p/us standing charges for the previous trading 
year (£50,000). Therefore, 80 per cent. of net expenses 
(£1,500)—£1,200 are covered. 
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Thus, the total claim is £7,625 +£1,200—£8,825. 

Students should remember that “profits p/us standing 
charges” are based on the previous trading year and not 
the year preceding the fire, for which figures are hardly 
likely to be available. The turnover of the corresponding 
period of the previous year is not necessarily a true indi- 
cation of the turnover that might have been effected, but 
for the fire, in the current year. The trend may be 
different and adjustments may have to be made to com- 
pare actual turnover with expected turnover. In the 
question given above, it is clear that the turnover was 
rising: it might be possible to establish that, but for the 
fire, sales during the period of interruption would have 
exceeded the figure of £45,000 in the corresponding 
month of the preceding year. The student should bring 
out this point in his answer to the question. 


Book-keeping Entries 
The book-keeping entries for an agreed insurance claim 
should be grasped. For an insurance claim on stock, the 
insurance company would be debited and trading account 
credited. For assets lost, the asset account will be credited 
and the balance, if a loss, taken to profit and loss account 
and, if a profit, preferably taken to the credit of a re- 
serve. 

In a recent examination question, the balance sheet 
contained the following items: 


Factory at cost £25,000 
Plant at cost és ‘ £14,000 
Depreciation provision on plant £4,000 
Stock £18,500 


The fixed assets were adequately insured, but stock 


was covered for only £16,000 and was subject to average. 
A fire destroyed the assets, with the exception of stock 
valued at £6,000. The agreed claims were: factory, 
£28,000; plant, £15,000; stock, £24,000 (subject to aver- 
age). The land on which the factory was built was esti- 
mated to have cost £4,000, part of the figure of £25,000. 
The journal entries on payment would be: 
£ £ 
Cash - ome .. Dr. 55,800 
To Insurance Company Cr. 55,800 
(Claims paid: Factory, £28,000; Plant, £15,000; Stock, 
16/30 x £24,000= £12,800: total £55,800.) 


£ £ 
Land ae a .. Dr. 4,000 
Insurance Company Dr. 28,000 
To factory a“ ne Cr. 25,000 
To capital reserve Cr. 7,000 


(Surplus of claim over book value of factory transferred 
to capital reserve.) 


£ £ 
Insurance company .. Dr. 15,000 
Depreciation Provisions... Dr. 4,000 
To plant - Cr. 14,000 
To capital reserve oa Cr. 14,000 
To profit and loss account Cr. 4,000 


(Excess of claim over cost of plant transferred to reserve; 
depreciation no longer required written-back.) 


£ £ 
Insurance Company .. Dr. 12,800 
Profit and Loss Account Dr. 11,200 
To trading account .. Cr. 24,000 


(Stock destroyed transferred to trading account—loss due 
to under-insurance written-off.) 


II—INTERIM REPAYMENTS 


IN THESE DAYS Of high taxation, persons with fixed incomes 
mainly from investments would find it a burden to have 
to wait until the end of the year for repayment of tax on 
allowances. It is therefore only right that a repayment 
claim may be made at any time so long as there are 
vouchers available to cover the allowances or part of 
them. The first claim (on the official form) must disclose 
all sources of income and the income to date from each. 
Further claims can be made (on forms supplied for the 
purpose) as vouchers become available, until the whole of 
the reliefs available are exhausted. 

The following illustrations indicate the importance of 
the interim claims to persons with small fixed incomes. 


(1) Married man over 65 years of age, in receipt of a 
pension of £104 and dividends of £300 which arise quarterly: 
On receipt of first dividend: 


£ 
Dividend 75 
Age Relief 2/9ths 17 
58 
£ 
Personal Relief 240 
Less Pension 104 
Deduct Earned Income 
Relief* 23 
81 
159 
*Really age relief here. _ 
Repay £75 at 8/6= £31 17 6 
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On receipt of second dividend: 
Repay £75 at 8/6= 


he On receipt of third dividend: 


Dividend 
Age Relief 


Personal Relief available for first 
dividend as above 

Less used against first and second 
dividends 2 x £58 


Repay (£43 +£17=) £60 at 8/6= 
£15 at 6/3= 


On receipt of fourth dividend: 
* Dividend 
; Age Relief 


Repay £16 at 8/6= 


45 at 6/3= 
14 at 3/9 
/ Proof: £ 
Pension 104 
Dividend 300 
404 
Age Relief 90 
Personal Relief 240 
—330 
74 
£ 
£60 at 2/3= 6 
£14 at 4/9— 3 
Repayment 


£31 17 6 


30 3 9 


75 
16 


117 8 6 


£31/17/6 +£31/17/6 +-£30/3/9 +£23/9/9=£117 8 6 
Had the repayment been made in one sum, it would 


probably have been calculated: 


es. ¢. 

(£330—£104 =) £226 at 8/6= 9% 1 0 
£60 at 6/3= 18 15 0O 

£14 at 3/9= 212 6 

117 8 6 


All the calculations proceed on the basis that to the extent 


that allowances exceed untaxed income, the dividends should 
escape tax, therefore tax is repaid at 8s. 6d. The next step is to 
apply reduced rates to the balance. On the third repayment 
£15 is left taxable at 2s. 3d.; tax has been deducted from the 
dividend at 8s. 6d.; therefore repayment is made at 6s. 3d. 

(2) Had the above dividends come from a company with 
income taxed also in an oversea territory, the company would 
have had relief here for the oversea tax. The company would 
have to deduct tax from the dividend at the standard rate but 
part of the tax so deducted would be oversea tax; our 
Treasury had only the balance. The company must show on 
its dividend vouchers the net United Kingdom rate suffered 
and the taxpayer cannot be repaid at a higher rate. 

Suppose the net United Kingdom rate was 6s. Id. in the £, 
then the total repayment in the previous illustration would be 
limited to: 


: = << 
(a) £226 at 6/1 68 14 10 
(b) £60 at 6/1 18 5 O 
(c) £14 at 3/9 242 6 
89 12 4 


In (a) the Treasury will not repay 8s. 6d. in the £ when it 
holds only 6s. 1d.; likewise in (4) it will not repay 6s. 3d. but 
only 6s. Id. In (c) however, since it holds 6s. Id. in the £, it 
will repay 3s. 9d. 

(3) Single woman with an income of £340 a year from 2} 
per cent. Consols. 


£ 
Income 340 
Less National Insurance Contri- 
bution (N.I.C.) 13 
Personal Relief 140 
—153 
187 
es « & 
£60 at 2/3 615 0 
£127 at 4/9 mS 3 
36 18 3 
But with marginal relief: 
£ £ 
Income 340 
N.L.C. 13 
327 
Margin 27 at9/- =£12 3 O 
300 
Small Income Relief 2/9ths 67 
Personal 140 
— 207 
93 
Es. &. 
£60 at 2/3 615 0 
33 at 4/9 716 9 
26 14 9 


The repayment would therefore be: 
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xix 


When PROFITS go up 


When profits go up in smoke it’s bad 
for the business if they’ve gone for good. 
That’s why it’s good business to have a 


‘CENTURY’ LOSS OF PROFITS POLICY 


to balance the Accounts as usual. 


THE CENTURY INSURANCE CO. LTD. 


Head Offices : 7, LEADENHALL STREET, LONDON, E.C.3 


18, CHARLOTTE SQUARE, EDINBURGH, 2 


Branches throughout the country. 


a | 


“ Yorkshire Ubserver”™ Photograph 


FAMILY WELFARE ASSOCIATION 


OFFERS A UNIQUE SERVICE TO 


ACCOUNTANTS — TRUSTEES 


AND OTHER OFFICIAL AND PRIVATE PERSONS 
INTERESTED IN THE MAKING AND EXECUTION 
OF 
LEGACIES AND CHARITABLE BEQUESTS 


ee 


* Free advice as to the status and financial 
position of charitable Organisations. 


* Information regarding Charities affected, and 
not affected by Act of Parliament. 


* Help and advice as to the needs of Charities 
for those making gifts or bequests. 


ri 


FOR 86 YEARS THIS HAS BEEN PART OF THE 
SERVICE PROVIDED BY THE ASSOCIATION 


re 


FAMILY WELPARE ASSOCIATION 


296 VAUXHALL BRIDGE ROAD 
LONDON, S.W.! 


VICTORIA 7334 


24th Edition 


THE 
SECRETARY’S MANUAL 


fT. P. ROGERS, F.C.1.8. 
and 


The Honourable L. H. L. COHEN, M.A. 
(Barrister-at-Law) 


“We can recommend The Secretary’s Manual to all company 
secretaries and those engaged in company administration who 
wish to obtain an effective, vivid and practical knowledge of 
an interesting field of business and legal activity’—Law 
Times. 

42s. net 


(by post 43s. 4d.) 


JORDAN & SONS LIMITED 


COMPANY FORMATION AGENTS 
116 Chancery Lane, W.C.2. 
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XX 


NORWICH CITY COUNCIL 
CHOOSES THE 


E/LIOTT 


Electronic 


Computing System 


THE CITY COUNCIL OF NORWICH is the 
first Local Authority to order an Elliott 405 
Electronic Computing System for Financial 
Analyses, calculation and printing of Rate and 
Water Rate Demand Notes, and Payroll. 


This versatile system—built from units which 
enable it to be “tailored” to the needs of 
individual users—can be applied with equal 
facility to any form of data-processing in 


Administration, Commerce or Industry. 


As recently anncunced, the National Cash 
Register Co. Ltd. are now marketing the 
Elliott 405 in this country fer business and 


accounting applications. 


ELLIOTT BROTHERS (LONDON) LIMITED 
ELECTRONIC COMPUTING DIVISION 
ELSTREE WAY, BOREHAMWOOD, HERTS. (ELSTREE 2040) 


THE WORLD’S GREATEST 
BOOKSHOP 


¥ * FOR BOOKS # ¥# 


NEW, SECONDHAND, RARE 


Books 


ON EVERY SUBJECT 


Foyles have Departments for Music, Records, Stationery, 
Handicraft Tools and Materials, Magazine Subscriptions, 
Lending Library, Foreign Stamps, Children’s Books. 


JOIN THE BOOK CLUB! You buy best-selling Novels 
(published at 10/6, 12/6 & more) for ONLY 4/-. Write 
today for details! 


119-125 CHARING CROSS ROAD, 
LONDON, W.C.2 


GERrard 5660 (20 lines) Open 9-6 (inc. Sats.) 
Two minutes from Tottenham Court Road Station 


| | 


Pl rr idl 
A CLIENT OF MINE 


requires a mortgage of £25,000 
to be secured on a first-class 
freehold office block in the City 
of London, let to one tenant at 
£35,600 p.a. exclusive on a full 
repairing and insuring lease of 


28 years. 


I also have other excellent mort- 
gage securities to place in varying 
amounts of £5,000 to £50,000. 
Will any TRUSTEE, SOLICITOR, 
INSTITUTION, ACCOUNTANT or 
PRINCIPAL or their Agent, hav- 
ing monies to invest in this type 
of security please quote me in- 
terest rate and terms of lending. 


J. MAXWELL SYGNY 


MORTGAGE AND DEBENTURE BROKER 
6 NORFOLK STREET, 
LONDON, W.C.2 
Tel: COVent Garden 0455/1091 
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S «¢& (c) 43 at6/3 = 13 8 9 
Income taxed £340 at 8/6 144 10 0 42at3/99= 717 6 
Tax chargeable 26 14 9 — ———_— 
—__—__ 85 21 6 3 
117 15 3 —_ oo 
This could be claimed quarterly as follows: (d) Balance after calculating 
£ £ ga. @ total as above 26 2 3 
(a) £85 at 8/6 = 36 2 6* ————_ 
(b) Income to date 170 This is made up as follows: 
ie £44 24 64 
N.LC. 13 Small Income Relief £67 at 8/6 28 9 6 
Personal Relief 140 Less Extra taxon margin 27 at6d. 13 6 
— Excess Reduced 
153 Rate Relief 
Less Relieved at (a) 85 £42 -- £33 =) 9at3/9 113 9 
— 68 at 8/6 = 28 18 O —— 27 3 
17 at 6/3 5 6 3 —_— 
— Balance due 26 2 3 


*As this is a marginal relief case, the interim repayments would 


normally ignore the small income relief. 


Notices 


The Flintshire Technical College, Connah's 
Quay, near Chester, will start in September 
Intermediate and Final courses covering the 
syllabus of the Society of Incorporated 
Accountants. 


A new company for the joint design of 
computers and similar equipment, particu- 
larly for office machinery and automation, 
is to be formed by The General Electric Co. 
Ltd., and The British Tabulating Machine 
Co. Ltd. It is hoped that significant 
advances in design and engineering will 
result from collaboration. The parent 
companies will each hold half the capital of 
the new company. Their own financial, 
production and distributing structure will 
not be affected. 


The Accountants’ Christian Fellowship will 
hold a meeting for Bible reading and 
prayer on Monday, July 2, 1956, at 12.30 
p.m., in the vestry at St. Mary Woolnoth 
Church, King William Street, London, 
Ex.3. 


Decca Radar Ltd. have produced an elec- 
tronic computer built on new principles. 
The Decca CI was shown at the Physical 
Society Exhibition held in May. It is the 
first core-operated computer in the world, 
using magnetic cores not only for storage 
but also to carry out arithmetical calcu- 
lations. It is a high speed serial digital 
computer, primarily designed for use in 
scientific problems. By the use of alternative 
output circuits, the answer can be produced 
on either a teleprinter or an electric type- 


Without the interim repayments the net quarterly income 
would be £85 less £36 2s. 6d. 


- £48 17s. 6d. The importance 


of prompt repayment needs no emphasis. 


writer. The manufacturers claim that they 
have combined stability and _ reliability 
with low power consumption and reduced 
heat output. 


Possible future journeys into outer space, 
and 11.5 million actual daily journeys on 
London Transport trains and buses, are 
two of the themes that provide work for 
Hollerith electronic accounting machines. 
An experiment in the study of cosmic 
radiation is being conducted by the Atomic 
Energy Research Establishment at Harwell. 
Cosmic rays, bombarding the earth at the 
speed of light, affect weather, radio com- 
munications and the evolution of life, and 
their study should lead to more knowledge 
of the workings of the universe. The rays 
are detected by 91 Geiger-Muller counters, 
and electrical impulses relayed to a Hol- 
lerith automatic punch result in detailed 
information permanently recorded in the 
form of punched cards. London Transport 
has centralised the weekly payroll of 67,000 
of its staff, using Hollerith electronic 
machines. 


The Elliott ‘405° electronic data processing 
systems for business and accounting 
applications are to be marketed in this 
country by the National Cash Register Co. 
Ltd. The machine is now in full production. 
Elliott analogue and digital computers for 
scientific and industrial applications will 
continue to be marketed by Elliott Bros. 
(London) Ltd. 


The Twentieth Century Touch is the title of 
a forty-minute 16 m.m. film produced by 
the British Tabulating Machine Co. Ltd., to 
show what punched card accounting can do 
for different types of industrial concerns. 
The film shows in detail work on P.A.Y.E. 


and payrolls, production efficiency statc- 
ments and job costing, and purchase and 
stores control, and the pulled card scheme 
for production of factory orders, despatch 
notes and invoices. It illustrates the appli- 
cation of punched cards to the particular 
problems of the three different businesses. 
The Hec general purpose electronic com- 
puter is shown in various stages of pro- 
duction. The film is available free on loan 
from the Lecture and Film Department, 
British Tabulating Machine Co. Ltd., 
142 Park Lane, London, W.1, or from any 
office of the company. 


Mr. C. W. Allan, F.c.A., has amalgamated 
his practice with that of Messrs. J. A. 
Heselton & Sons, Chartered Accountants, 
and the combined practice is being carried 
on under the name of Heselton, Allan & Co. 
For the present Mr. Allan continues to 
practise in the firm name at Commerce 
House, Cheapside, Bradford, but when 
alterations to premises have been com- 
pleted the practice will be conducted 
entirely from Cavendish House, 12 Picca- 
dilly, Bradford. 


The British Institute of Management has 
appointed Mr. F. R. Livock, B.SC.(ENG.), 
M.L.E.E., M.I.MECH.E., aS Director in succession 
to the Hon. L. O. Russell, who has resigned. 
Mr. Livock served throughout World War 
II in the R.E.M.E. Before and after the war 
he was for a number of years with the 
General Electric Co. Ltd., and since 1953 he 
has served on the Boards of three engin- 
eering companies in the Metal Industries 
group. He is a member of the Education 
Committee and of the Overseas Scholarship 
Committee of the Federation of British 
Industries. 
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ACCOUNTANCY JULY 


THE SOCIETY OF 
Incorporated Accountants 


Examinations— 
November 1956 


THE SOCIETY’S EXAMINATIONS will be held on 
the following dates: 


Preliminary: November 13 and 14. 
Intermediate: November 15 and 16. 
Final: Part] November 13 and 14. 

Part II November 15 and 16. 


The Centres will be Belfast, Birmingham, 
Cardiff, Dublin, Glasgow, Leeds, Liverpool, 
London, Manchester, Newcastle upon 
Tyne and Southampton. 

Completed application forms, together 
with all the relevant supporting documents 
and the fee (Final, Part I, £4 4s.; Part II, 
£4 4s.; Parts I and II together, £7 7s.; 
Intermediate, £4 4s.; Preliminary, £3 3s.) 
must reach the Secretary at Incorporated 
Accountants’ Hall, Temple Place, Victoria 
Embankment, London, W.C.2, not later 
than Thursday, September 20, 1956. 

Candidates are asked to obtain applica- 
tion forms from the Honorary Secretary of 
their Branch or District Society. 


Incorporated Accountants’ 
Benevolent Fund 


SUBSCRIBERS AND DONORS to the _ Incor- 
porated Accountants’ Benevolent Fund held 
their annual meeting on May 16. 

Mr. A. A. Garrett (a Vice-President of 
the Fund) was in the chair. He said his 
first task was to convey the apology of the 
President of the Fund, Sir Frederick Alban, 
who was unable to be present. 

Mr. Garrett explained that in the slip 
included with the annual report and 
accounts, setting out a suitable form of 
bequest to be used where members wished 
to assist the Benevolent Fund by making a 
gift by way of will or codicil, a provision 
for signature was inserted to enable any 
member to sign the form when giving in- 
structions to his solicitor to include such a 
bequest in his will. It had, however, been 
suggested that in some cases the form itself 
might be signed in the mistaken belief that 
by so doing the member would be making 
an effective bequest to the Fund of the 
amount which he inserted in the form. He 
mentioned the matter so that it should be 
appreciated that any bequest, to be effective, 
must be in proper testamentary form. 

The number of beneficiaries had risen 


during 1955 from 35 to 40. The increase 
might be relatively small, but it threw into 
relief the fact that happily a Benevolent 
Fund was available to render valuable aid 
within its resources. Since then two addi- 
tional cases had received help. In view of the 
high cost of living the Trustees had been 
glad to increase the amount of individual 
grants made to beneficiaries. In these cir- 
cumstances it was vital that the support of 
members should be not only maintained but 
increased; and, on behalf of the President 
of the Fund, he earnestly appealed to all 
members for their support, and to existing 
subscribers to endeavour to enlist the 
interest and support of other members. At 
the same time he would very cordially thank 
them for their liberality. He particularly 
mentioned their friends in the British 
Dominions and the British Common- 
wealth, many of whom took such an interest 
in the Fund. 

He knew they would wish him to express 
their thanks to the Chairman of the 
Trustees, Mr. Percy Toothill, and his four 
co-Trustees, to Mr. Craig (the Honorary 
Secretary), and to Mrs. Duncalf (the 
Assistant Honorary Secretary), for their 
devoted work and able administration of 
the Fund. The work demanded much 
patience and good judgment, and those 
whom the Fund helped received friendly and 
sympathetic consideration as well as prac- 
tical advice. 

Mr. Garrett then moved the adoption of 
the report and accounts for the year 1955. 

Mr. Percy Toothill (Chairman of the 
Trustees) seconded the resolution. He said 
that in December, 1950, the Fund had 
debentures in the Society amounting to 
£175. In 1955 that amount had risen to 
£2,225. He did not think they could find a 
better investment than in their own home. 
It had been suggested that they should 
buy more equities. They had recently 
bought £2,500 of equities, which they 
hoped would bring in a better income in the 
future. 

The Fund often relieved a bereaved 
widow of one of her many anxieties and 
gave the children a chance to complete 
their education. He hoped they would all 
talk to their fellow members and try to in- 
crease the subscriptions. 

Mr. C. R. Riddington (Leicester) asked 
whether the Trustees surveyed the invest- 
ments and the market conditions from time 
to time, or whether, when they invested in a 
particular stock, that stock was held until it 
matured or until the money was needed. 

Mr. Toothill replied that the investments 
were kept under review, and pointed out 


that a number of changes had been made in 
recent years. The Trustees would make 
further changes if circumstances made them 
advisable. 

The report and accounts were adopted. 

Mr. Percy Toothill proposed the re- 
election as President of the Fund of Sir 
Frederick Alban. Mr. R. Wilson Bartlett 
seconded the proposal, which was carried 
unanimously. A message of greetings was 
sent to Sir Frederick from the meeting. 

On the motion of Mr. C. M. Foxon, 
seconded by Mr. A. Jarratt, it was resolved 
that Mr. G. W. Chapman, Mr.A. A. Garrett, 
Mr. C. D. Gibson, Mr. Alexander Hannah, 
Mr. A. P. Rivers, Mr. William Strachan, 
and Mr. W. McIntosh Whyte be re-elected 
Vice-Presidents of the Fund. 

Mr. C. R. Riddington (Leicester) moved 
that Mr. C. Percy Barrowcliff, Mr. R. 
Wilson Bartlett, Mr. R. M. Branson, Mr. 
E. Cassleton Elliott, and Mr. Percy Toot- 
hill be re-elected Trustees of the Fund. 
This was seconded by Mr. F. C. Smailes 
and carried unanimously. 

Mr. C. H. Sutton proposed that Mr. 
James A. Allen be elected Hon. Auditor, 
with a vote of thanks for past services. The 
motion was seconded by Mr. R. J. Neely 
and unanimously adopted. 

Mr. C. H. Hills (Birmingham) proposed a 
vote of thanks to Mr. Garrett for taking the 
chair. This was carried by acclamation. 


District Societies 
and Branches 


Central African Branch 


THE ADDRESS OF Mr. B. Gelfand, Honorary 
Secretary, has been changed to 2nd Floor, 
Harrob House, 15 Forbes Avenue, Salis- 
bury, Southern Rhodesia. P.O. Box 1854. 


South African (Eastern) Branch 


THE ANNUAL GENERAL meeting was held in 
Durban on May 11. 

The Chairman, Mr. B. Halsey, referred 
with regret to the death, since the end of the 
year, of Mr. A. H. Berend, a past chairman 
of the Branch. 

The report and accounts were adopted. 
The auditor and the retiring members of the 
Committee were re-elected. 

Mr. Alan R. Butcher, who had been the 
Society’s nominee on the Public Account- 
ants’ and Auditors’ Board, gave a brief 
review of tendencies in the profession. 

Votes of thanks were accorded to Mr. 
Halsey for so ably filling the office of 
Chairman of the Branch during the past 
year, and to Mr. Alan R. Butcher for his 
work as Honorary Secretary. Mr. Butcher 
was congratulated on his election as the 
first Chairman of the South African Council 
of the Society. 

At a subsequent meeting of the Com- 
mittee, Mr. Halsey was re-elected Chairman 
of the Branch. 
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South African (Northern) Branch 


THE FIFTY-FOURTH annual general meeting 
was held in Johannesburg on April 13. 

The Chairman, Mr. W. K. V. Fowler, 
said the membership of the Branch was 
now 323, a net increase of 14 during the 
year. He referred with regret to the death of 
Mr. Maldwyn Edmund, one of the oldest 
members. There was a gratifying increase in 
the number of articles of clerkship regi- 
stered. The continued expansion of in- 
dustry in South Africa offered great oppor- 
tunities to qualified accountants, but there 
was still a severe shortage. Mr. Fowler 
reviewed the activities of the year. He ex- 
pressed the thanks of members to Mr. R. 
T. C. Taylor, a past Chairman of the Branch, 
for his service during nine years on the 
Committee, from which he was retiring. He 
also thanked the Honorary Secretary, Mr. 
R. E. Grieveson, and others who had 
rendered service to the Society. 

The report and accounts were adopted. 
As no nominations had been received, it 
was agreed to leave to the Committee the 
appointment of a member to fill the 
vacancy. 

A vote of thanks was passed to the 
Chairman for his work during the year. 

Mr. W. D. Bramwell, F.s.A4.A., has been 
elected Chairman, and Mr. A. M. Rosholt, 
F.S.A.A., Vice-Chairman of the Branch for 
1956/57. 


South African (Western) Branch 


THE THIRTIETH ANNUAL general meeting was 
held in Cape Town on May 3. The Chair- 
man, Mr. A. C. Sargeant, reviewed the 
activities of the year and moved the adop- 
tion of the report and accounts, which was 
carried unanimously. 

The retiring members of the Committee 
were re-elected, and Mr. A. F. Fisher was 
re-elected Auditor. 

Questions were raised by members on 
salaries of articled clerks, professional fees, 
and Revenue requirements on submission of 
accounts. 

A vote of thanks to the Chairman, Com- 
mittee and Honorary Secretary for their 
work was carried with acclamation. 


Devon and Cornwall 


Annual Report 

THE COMMITTEE REGRETS the poor attend- 
ances at the lectures, which are of a high 
quality. 

A most successful dinner was held at 
Plymouth in November, 1955. A presenta- 
tion was made to the secretary, Mr. P. D. 
Pascho, in appreciation of his services for 
twenty-one years in that office. 

The library, operated in conjunction with 
the Plymouth Corporation, is widely used 
by members and students. It is kept up to 
date, and postal facilities are available. 

Congratulations are extended to the 
students who passed examinations during 
the year. Six completed to Final and seven 
passed in Part I. Twelve passed the Inter- 
mediate (one with Honours), one the 
Preliminary, and two the Modified Pre- 
liminary. 
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Manchester 


Annual Report 

FOUR SUCCESSFUL MEETINGS were held 
jointly with other bodies. There were also a 
members’ discussion meeting and a lun- 
cheon. 

The membership is: practising, 171; 
non-practising, 424; students, 578. Total, 
1,173. 

Thirty-one students were successful in the 
Final Examination and 29 in the Inter- 
mediate. 

The Students’ Section held a course in 
April, 1955, which was attended by 120 
students from this and other District 
Societies. The substantial benefit received 
was acknowledged by many of those who 
attended the informal dinner to new mem- 
bers who qualified during 1955. Attendance 
at meetings shows some improvement, but 
should be better, and students are urged to 
take more interest in District Society 
activities. 

Mr. H. M. Rowe, F.S.A.A., the Honorary 
Librarian, has changed his address to 
66 Mosley Street, Manchester, 2. 


North of England 


THE ANNUAL GENERAL meeting will be held 
at the Royal Station Hotel, Newcastle upon 
Tyne, at 6.15 p.m. on July 5. 


Northern Ireland 


THE ANNUAL GENERAL meeting was held in 
Belfast on May 7. The President, Mr. J. D. 
Radcliffe, M.COM.SC., F.S.A.A., spoke on 
some aspects of professional education. He 
said there was a notion today that education 
advanced as the number of subjects in the 
curriculum was increased. In the middle 
ages the study of grammar, with much 
practice in dialectic and rhetoric, gave the 
student a discipline of the mind and power 
to reason logically and to express his ideas 
clearly. The reason for the many failures in 
professional examinations might be that 
many students had never learned how to 
learn. 

Four retiring members of the Committee 
were re-elected. Mr. W. Smyth, F.sS.A.A., 
retired and did not seek re-election. Mr. 
A. §S. Courtney, F.S.A.A., was re-elected 
Honorary Auditor. 

At a subsequent meeting of the Com- 
mittee, Mr. R. J. Neely, F.s.A.A., was elected 
President, Mr. H. W. Garland, F-.sS.A.A., 
Vice-President, and Mr. L. F. Garland, 
B.SC. (ECON.), A.S.A.A., Honorary Treasurer, 
Secretary and Librarian. 


Report 
The membership totals 336, as compared 
with 325 last year. 

Two luncheon meetings were held at 
which talks were given. The District 
Society held a dinner in October. The ball 
organised by the students in December was 
most enjoyable. 

A booklet on accountancy as a career, for 
the guidance of headmasters and head- 
mistresses, was prepared and distributed 
during the year. 
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The District Society operates a group 
scheme with the British United Provident 
Association. 

During the year 20 students passed the 
Preliminary Examination, 15 the Inter- 
mediate, eight Part I of the Final, and three 
Part II. The Committee extends congratula- 
tions to them and to the Irish Jubilee 
Prizemen. 

Mr. W. R. Peattie was elected President 
of the Students’ Society, which had another 
successful session. Thirteen meetings were 
held. 


Membership 


THE FOLLOWING PROMOTIONS in, and addi- 
tions to, the membership of the Society 
have been completed during the period 
March 7 to June 6, 1956. 


Associates to Fellows 


Beestey, James Leonard, Preston. 
Be_.tHouse, Geoffrey Leader (Barber, Bell- 
house & Co.), Nakura. BRESNAN, Richard 
Augustine (E. G. Bresnan & Co.), Liverpool. 
BROMHEAD, Ralph Sidney (Bromhead, 
Foster & Co.), London. Carey, Arthur 
Patrick (Cooper & Kenny), Dublin. CoLLIns, 
James William Gane, with John Dale 
Ltd., London. Coxon, Albert Arthur 
(Coxon & Co.), Walsall. CoyLe, James 
Patrick Gabriel (Coyle & Coyle), Dublin. 
CRAPPER, Charles Maurice (Maurice J. 
Bushell & Co.), London. Croom, Geoffrey 
Llewellyn (Watts, Gregory & Co.), Cardiff. 
Curtis, Roger David (W. T. Walton & 
Son), London. ENTWISLE, Bertine (Harper, 
Pilling & Co.), Bolton. FLETCHER, Mark 
(J. H. Trease & Co.), Nottingham. FRANK- 
LIN, George Charles, Wilmslow. GriFFITH, 
Jack Vaughan (John Collier & Co.), Man- 
chester. HANDs, Howard Ronald (H. R. 
Hands & Co.), Birmingham. HARDCASTLE, 
Corin Berry (B. de V. Hardcastle, Burton & 
Co.), Northwood. Harrison, Raymond 
Douglas (Cyril Arnold & Co.), Rhyl. 
HoGGarp, George Harold (White & 
Hoggard), Malton. Horrocks, Alfred 
Henry, Church Stretton. JoRDAN, Vivian 
Stuart Lorraine (W. E. Reynolds & Co.), 
Newton Abbot. Leat, Charles Alfred 
(Eric Phillips & Co.), London. Lorp, Harry 
(Tucker, Lord & Co.), Cardigan. MCELRoy, 
John Stanley (John Woods & Co.), Dublin. 
McGreoor, Eric Hutchinson (Owen West 
& McGregor), Reading. Morton, Charles 
William Hearne, Nottingham. OxXLey, 
Ernest, with Leyland Paint & Varnish Co. 
Ltd., Preston. PotLorr, Brian Runciman 
(Spicer & Pegler), London. Pyke, Henry 
(Cartwright Pyke & Co.), Portsmouth. 
SHANNON, Charles Dennis (Cooper & 
Kenny), Dublin. SHEPHERD, Harry (R. C. 
Mundy, Shepherd & Co.), Leeds. SHILLITO, 
Joseph Duncan, with Lansil Ltd., Lancaster. 
SippLe, Edward Rowland (Albert Goodman 
& Co.), London. SUMMERS, Norman (Gura, 
Summers & Co.), London. Trease, John 
Paget (J. H. Trease & Co.), Nottingham. 
Tucker, Ralph Anthony (Tucker, Lord & 
Co.), Carmarthen. WatsH, Francis 
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Anthony (E. G. Bresnan & Co.), Liverpool. 
WARREN, Frederick (Peat, Marwick, Mit- 
chell & Co.), Camborne. WARREN, Arthur 
Frederick (Peplow, Warren & Co.), Newton 
Abbot. WiLuiams, John Oliver Molyneux 
(J. Wallace Williams & Co.), Cardiff. 
WILLIAMS, Robert Elfed (Watts, Gregory & 
Co.), Cardiff. 


Associates 


BouLTon, Robert Harold, with Hodgson, 
Harris & Co., London. Bower, John 
Russell Mackay, with Deloitte, Plender, 
Griffiths & Co., Manchester. BROOKE, 
Donald (Bernard, Buckle, Fray & Co.), 
Southampton. BurLer, Arthur Archie 
Llewellyn, with Chalmers, Wade & Co., 
London. CHOPPING, Joseph, with Cooper 
Brothers & Co., Sheffield. CHADWICK, 
Maurice William, with Lowe & Whitwell, 
Kendal. CRABTREE, Brian, with J. H. 
Worsley, Burnley. Cutts, William Noel 
(Boaler, Flint & Hurt), Nottingham. 
Davison, John Arnold, Board of Trade, 
Manchester. DupGEON, Patrick Henry 
Cecil (Whitmarsh, Kitchen & Co.), Truro. 
Evans, Ernest Michael Selwyn, with T. R. 
Morris, Cardiff. FuLcHER, Michael David, 
with Oliver Lusher & Co., Bury St. Ed- 
munds. GARRETT, John, with Rance & 
Duncombe, St. Albans. GILBERT, Malcolm 
Henry, with W. Vincent Vale & Co., 
Wolverhampton. HANNAH, John, formerly 
with John Airey & Co., Liverpool. Hart, 
Oliver Nicholas Norwood (Stephenson, 
Smart & Co.), Brigg. Hayes, Cyril Godfrey, 
with Cooper & Kenny, Dublin. LAWRENCE, 
John, with Walter J. H. Wilsher, London. 
Mawps_Ley, Arundel James Basil (John 
Tait & Co.), St. Helens. May, Christopher 
Gooding, with Keens, Shay, Keens & Co., 
Luton. Mortimer, Alfred Burton, with 
Spicer & Pegler, London. NorpDEN, Geoffrey 
Robert, with Luff, Smith & Co., London. 
Outver, John Alfred (R. L. Tayler, Houns- 
field & Co.), London. PARKER, Eric Wilson, 
with Harper, Kent & Wheeler, Shrewsbury. 
PICKAVANCE, Alan Hamilton (John Tait & 
Co.), St. Helens. RENSHAW, Eric, with 
Phillips & Trump, Cardiff. REyNoLDs, John 
Carl, with C. R. Foot, Fox & Co., South- 
ampton. RICKARDS, James, with Peat, 
Marwick, Mitchell & Co., Middlesbrough. 
RIDDINGTON, Derek Walter, with Prince, 
Simon & Co., London. SHERBURN, Leonard 
Stanley, B.A., with Whinney, Smith & 
Whinney, London. Smitu, George Wilfred 
(A. T. Aspin & Co.), Liverpool. SmitH, 
Reginald (Walker, Fullerton, Hartley & Co.), 
Leeds. StaGcGs, Cyril Richard, with T. R. 
Morris, Cardiff. StEBBING, Frederick, with 
John Cooper & Co., London. STRONG, 
Harry, with Knowles, Herring & Co., 
Manchester. TAYLor, John Edward, with 
Frank A. Cooper & Co., London. THOBURN, 
William John, with Thomas Rodger & Co., 
Newcastle upon Tyne. ToMLIN, Peter John, 
with Simpson, Wreford & Co., London. 
TRIGWELL, John James, with Greenhill, 
Pate & Co., Birmingham. TWaDDLe, 


William Simon, with Greaves & Co., 
Newcastle upon Tyne. WAKEFIELD, Jack, 
B.A., City Treasurer’s Department, Not- 
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tingham. WALDEN, Keith, with Skaith, 
Beeson & Co., Grimsby. Woop, Frederick 
Edward (W. Nicklin & Co.), Manchester. 


Golfing Society 


A MEETING 40F the Incorporated Account- 
ants’ Golfing Society will be held at the 
Moor Park Golf Club, Rickmansworth, 
Herts., on Wednesday, September 12. 

Members who wish to take part are 
asked to inform the Honorary Secretary of 
their Branch or District Society as soon as 
possible. 


Personal Notes 


Sir Richard Yeabsley, C.B.£., F.C.A., F.S.A.A., 
(President of the Society of Incorporated 
Accountants) has become Deputy Chairman 
of F. Perkins Ltd., Peterborough. 


Mr. John H. Nixon, F.s.A.A., Manchester, 
has been elected as a Councillor on the 
Hazel Grove and Bramhall Urban District 
Council. 

Messrs. Laverick, Walton & Co., In- 
corporated Accountants, Sunderland and 
Newcastle upon Tyne, announce that Mr. 
W. S. Martin, F.s.A.a., has retired. The 
practice continues to be carried on under 
the same name by the remaining partners. 


Mr. W. E. A. Norman, A.S.A.A., director 
and general manager of the City Offices Co. 
Ltd., London, has been elected Chairman 
of the Council of the Association of Land 
and Property Owners. He is also Chairman 
of the Council of the Associated Owners of 
City Properties. 

Messrs. Mellors, Basden & Mellors, 
Chartered Accountants, Nottingham, have 
admitted into partnership Mr. Joseph 
Daykin, A.C.A., A.S.A.A. It is regretted that 
the name of the firm was given incorrectly 
in our June issue. 


Mr. R. Sutcliffe, F.s.a.a., formerly 
Borough Treasurer of Middlesbrough, is 
now in practice at 30 The Avenue, Lin- 
thorpe, Middlesbrough. 


Mr. M. Halliday, a.s.a.a., has been 
appointed accountant to the Leicester 
Permanent Building Society. 


Mr. J. C. Allen, A.s.A.A., secretary of J. 
Smith & Sons (Clerkenwell) Ltd., is now 
also a director of the company. 


Mr. S. R. Drinkwater, F.s.A.A., Birming- 
ham, advises that following the regretted 
death of his partner, Mr. J. F. Sidaway, he 
is continuing as sole partner the firms of 
T. B. Scattergood & Co., and Scattergood, 
Drinkwater & Co. 


Mr. R. J. Richards, -a.s.A.A., has been 
appointed chief accountant to Duple 
Motor Bodies Ltd., London, N.W.9. 


Removals 


Messrs. S. Frank & Co., Incorporated 
Accountants, announce a _ change of 
address to 509-511 C.T.C. Building, 93 
Longmarket Street, Cape Town, P.O. Box 
3945. 


Messrs. Tiplady, Brailsford & Co., 
Chartered Accountants, have removed to 
36-38 New Broad Street, London, E.C.2. 


Messrs. Vernon, Murphy & Co. have 
moved their office to 28 Sackville Street, 
London, W.1. 


Obituary 


William Allison Davies 

WITH DEEP REGRET we record that Mr. W. 
Allison Davies, C.B.E., M.A.,_ F.S.A.A., 
F.1.M.T.A., J.P., died on May 30, at the age of 
79. Mr. Allison Davies became a member of 
the Society of Incorporated Accountants in 
1908, and was a member of the Council 
from 1928 to 1945. For the last four years 
of that period he also held office as Presi- 
dent of the Incorporated Accountants’ 
District Society of North Lancashire. His 
advice on professional service in municipal 
offices, always freely and most carefully 
given, was received with appreciation by the 
Examination and Membership Committee 
of the Society over a period of many 
years. He was formerly secretary for five 
years of the Institute of Municipal Trea- 
surers and Accountants, and was President 
of that Institute in 1927. 

Mr. Davies will be remembered by many 
readers as Borough Treasurer of Preston 
from 1915 to 1945, and as compiler during 
that time of the annual Rates Levied in 
Various Towns. He acted as adviser on local 
government finance to several Government 
Departments. He was made an O.B.E. in 
1925, anda C.B.E. in 1935, in recognition of 
his services to local government. Before his 
appointment at Preston he had been Assis- 
tant Borough Treasurer at Birkenhead. 

From the inauguration of the National 
Health Service until his death, he was 
chairman of the Preston and Chorley 
Hospital Management Committee. He was 
previously chairman of Preston Royal 
Infirmary. He was appointed a Justice of 
the Peace for Preston in 1942, and served 
from 1949 as a member of Fulwood Urban 
District Council. The University of Man- 
chester conferred upon him the honorary 
degree of Master of Arts. 

Mr. Allison Davies was an active member 
of the Methodist Church in Lune Street, 
Preston. 

The funeral took place on June 1. The 
Society of Incorporated Accountants was 
represented by Mr. K. R. Stanley, F.S.A.A., 
Honorary Secretary of the North Lanca- 
shire District Society. 
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INTEREST RATE 


The Interest Rate in the PAID-UP-SHARE DEPT. OF THE 


PROVINCIAL 


BUILDING SOCIETY 
Is NOW 


WITH INCOME TAX PAID 
BY THE SOCIETY 


MAXIMUM INVESTMENT £5,000 GROSSED UP YIELD £5-13-0 


HEAD OFFICES 
EQUITABLE HOUSE MARKET STREET BRADFORD 1 Tel. 29331/2/3/4 
PROVINCIAL HOUSE ALBION STREET LEEDS 1 Tel. 29731/2/3 
London Office Astor House Aldwych W.C.2 Tel. HOLborn 3681 
THESOCIETY WITH OUTSTANDING RESERVE STRENGTH 


—OF OVER £4,000,000. ASSETS OVER £64,000,000 


EAGLE 


INSURANCE COMPANY LTD. 


The new tax concessions available to self- 
employed persons, controlling Directors 
and others under the Finance Bill are 
described in our new leaflet entitled 


“Pensions for the 


Self-Employed” 


which illustrates Pensions Plans especially 
designed to secure maximum advantage 
therefrom. 

The leaflet will be sent on application to 
your nearest branch or to: 


22 ARLINGTON STREET, LONDON, 
S.W.1 


PIONEERS OF PENSION PLANS 


Xxi 
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Order Now 


An Authoritative and Essential Book 
for all Professional Men 


SCHEDULE A TAX 


ITS ASSESSMENT AND COLLECTION 


(FOURTH EDITION) 
by 


DONALD L. FORBES 


Fellow of The Institute of Chartered Accountants 
Justice of the Peace 


This specialist book, first published in 1936, makes 
a welcome reappearance after being out of print for 
some years. 

The book is one which should be on the shelf of 
every practitioner—whether accountant, solicitor, 
surveyor or estate agent. 

Although written in a clear and direct style it is 
fully documented with references to sections of the 
Income Tax Act and other Acts and as to relevant 
case decisions. 

Here is a book of reference with a good index 
devoted to one aspect of our complex taxation 
system which can be conveniently segregated, so that 
reference to almost every type of problem to be met 
with in practice is dealt with in considerable detail. 

Practitioners are busy men and need a book that 
gives immediate reference to the day-to-day cases 
which arise in connection with almost every client. 


PRICE 15 / = Ne 


Post free U.K. 15/7 


I 
To GEE AND COMPANY (PUBLISHERS) LIMITED i 
27-28 Basinghall St, London, EC2. MONarch 5347-8 } 
Please SONP concen opy(ies) of SCHEDULE A 
TAX—ITS ASSESSMENT AND COLLECTION, at , 
15/- net, 15/7 post free U.K. 1 
a l 
(Block letters please) ' 
ia icicle 
(Block letters please) 
Remittance £ : : is enclosed. Date...........-—-. 
Accy. 7/56 \ 
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Classified Adwertisements 


Two shillings and sixpence per line (average seven words). Minimum ten shillings. Box numbers one shilling extra, 


Replies to Box Number advertisements should be addressed Box No...., 


c/o ACCOUNTANCY, Incorporated Account- 


ants’ Hail, Temple Place, Victoria Embankment, London, W.C.2, unless otherwise stated. It is requested that the 
Box Number be also placed at the bottom left-hand corner of the envelope. 


APPOINTMENTS VACANT 


THE SOCIETY’S APPOINTMENTS REGISTER 
Employers who have vacancies for Incorporated 
Accountants on their staffs and also members seeking 
new appointments are invited to make use of the 
facilities provided by the Society’s Appointments 
Register. No fees are payable. All enquiries should be 
addressed to the Appointments Officer, Incorporated 
Accountants’ Hall, Temple Place, Victoria Embank- 
ment, London, W.C.2. Tel. Temple Bar 8822. 


A LEADING firm of Chartered Accountants have 
vacancies in their Birmingham office for young 
newly or partly qualified men. Box No. 372, c/o 
ACCOUNTANCY. 


A SMALL firm of Incorporated Accountants have 
vacancy for Semi-Senior Audit Clerk with good 
accountancy experience. Excellent chance for ad- 
vancement in varied practice. Apply, stating age, 
experience and salary required, to Box No. 363, c/o 
ACCOUNTANCY. 


ACCOUNTANT—NIGERIA. Mining Company re- 
quires Accountant, qualified preferred but not 
essential, provided good knowledge mine accounting. 
Age 25-40. Single man preferred. Salary £100 per 
month with free furnished living accommodation; 
eighteen months’ tour. Further details of appointment 
will be given at interview. Apply with fullest par- 
ticulars to Box No. 634, DORLAND ADVERTISING LTD., 
18-20 Regent Street, London, S.W.1. 


ACCOUNTANT. Prominent London firm of Char- 
tered Accountants requires a Chartered or Incor- 
porated Accountant (unmarried) for an interesting 
appointment in connection with their office in a 
British Colony (sub-tropical climate). The salary 
offered is from £1,200 p.a. and free accommodation 
having regard to experience and age. On completion 
of an initial tour of three years including six months 
paid leave, the successful applicant will have the option 
of joining the London office (without loss of seniority) 
or completing a further tour in the Colony. Two 
weeks’ local leave annually, first class passages and 
pension scheme. Further details on application. 
Write stating age and qualifications to Box V.825, 
c o Streets, 110 Old Broad Street, E.C.2. 


ACCOUNTANT recently qualified required as 
personal assistant to lady director in industrial firm. 
Interesting and responsible work. Apply Box No. 381, 
c/o ACCOUNTANCY. 


ACCOUNTANT REQUIRED for — End Regis- 


tered Office of large group of F Companies. 
Commercial Accountancy experience essential. Age 
over 28 years. First class prospects. Superannuation. 
Minimum salary £850. Apply in script giving essential 
details education and experience to Box No. 376, 
c/o ACCOUNTANCY. 


ACCOUNTANT. Small group of Companies in 
Cambridge require an Accountant, not neces- 
sarily qualified, who will be directly responsible to 
the Company Secretary and Directors. Some 
experience in Drapery and allied trades an ad- 
vantage but not essential. Must be capable of 
controlling female staff, preparing final accounts 
and statistical information for Management. 
Commencing salary £800-£1,000 p.a. according to 
experience and age. Pension Scheme and three 
weeks’ paid holiday. Self-contained flat available 
to married applicant. Apply in writing in first 
instance giving details of previous experience, to 
Box No. 382, c/o ACCOUNTANCY. 


ACCOUNTS CLERK for Chief Accountant’s Office 
of group of Food Companies, West End London. 
Commercial Accountancy essential. Age over 22 years. 
Salary not less than £550 a year. First class prospects. 
Superannuation. Apply in script giving essential 
details education, experience to Box No. 377, c/o 
ACCOUNTANCY. 


APPLICANTS with the necessary experience requir- 
ing BETTER positions as Senior, Semi-senior and 
Junior AUDIT CLERKS should contact us. We have 
a good selection. Other Professional and Commercial 
posts available. Hotmes Bureau, 10 Queen Street, 
E.C.4. City 1978. 


ASSISTANT COST ACCOUNTANTS 
RALEIGH INDUSTRIES LIMITED require for 
their Cost Office: 

(1) A young recently qualified A.C.W.A. with some 
experience of standard costing and management 
accountancy techniques as applied in the light 
engineering industry. 

(2) A young man who has completed National Service 
and with some commercial experience who is 
interested in making a career in cost accounting 
with a view to qualifying in the future. 

The appointment will be permanent, progressive 
and pensionable and salaries will be commensurate 
with age, experience and qualifications. 

Applications stating age and giving full details of 
education, qualifications and experience should be 
addressed to the Secretary, RALEIGH INDUSTRIES 
LimITED, Nottingham. 


ASSISTANT (male or female) with 2/3 years’ ex- 
perience required by practitioner (Fellow) with 
rapidly expanding practice. Opportunity of early 
responsibility for keen and intelligent applicant. Full 
particulars and salary required to A. Hone, CHRISTIE, 
BUCHANAN & Co., Midland Bank Building, 47-49 
Rye Lane, S.E.15. 


AUDIT CLERKS. Many vacancies waiting for Senior, 
Semi-Senior or Junior. Call Bootn’s AGENCY, 80 
Coleman St., Moorgate, E.C.2. 


CANADA—Recently qualified Chartered or Incor- 
porated Accountants who are thinking of continuing 
their professional career in Canada are invited to 
write, with a view to employment, to EDWARDS, 
MorGan & Co., Chartered Accountants, 10 Adelaide 
Street East, Toronto, Ontario. 


CHARTERED OR INCORPORATED Accountant. 
Messrs. Gillanders Arbuthnot & Co. Ltd., of India, 
Pakistan and Burma require the services of a fully 
qualified Chartered or Incorporated Accountant for 
their Head Office in Calcutta. Particulars of terms 
_ GILLANDERS & Co. Ltp., 2A Eastcheap, 


CHARTERED, INCORPORATED or CERTI- 
FIED ACCOUNTANT. A large Mining Com- 
pany, Burma Corporation (1951) Limited, has a 
vacancy in its Rangoon Office for a Chartered, 
Incorporated or Certified Accountant, preferably 
single and aged under 35 years, to assist and 
deputise for the Chief Accountant. Four years 
agreement: six months paid leave of which three 
months normally permitted after two years’ ser- 
vice: contributory Provident Fund, free passages, 
partly furnished quarters or allowance in lieu and 
medical attention. Salary and allowances up to 
an aggregate of K,1,950 per month (£146), sub- 
ject to qualifications and experience. Write stating 
full personal particulars, experience and quali- 
fications to Box Q.308, WILLINGS, 162 Gray’s Inn 
Road, London, W.C.1. 


CITY Chartered Accountants (adjacent Cannon Street 
Station) have vacancies for Semi-Senior Audit Clerks. 
Varied practice offers opportunity for experience. 
Write stating age, experience and salary required to 
Box No, 379, c/o ACCOUNTANCY. 


INTERESTING career with progressive manufac- 
turing group for young man with accountancy 
experience to assist internal auditor. The post will 
involve a limited amount of travel but will be based 
at Hammersmith Head Office. Apply giving brief 
details of experience and education to Personnel 
Manager, THE VITAMINS Group, Upper Mall, 
Hammersmith, W.6. 


JUNIOR AUDIT CLERK required by Incorporated 
Accountants. Excellent prospects. Progressive post. 
No Saturdays. Free Articles considered if satisfactory, 
Write particulars and salary required, SmMitH, BLYTH 
& Co., 168 Regent Street, London, W.1. 


MANUFACTURERS in Bolton, private limited 
company, whose chief accountant approaches retire- 
ment age, wish to appoint a qualified and experienced 
accountant as assistant to him. Starting salary £1,000 
or more according to experience. Box No. 380, c/o 
ACCOUNTANCY. 


QUALIFIED Accountants, aged 25-32, Preferably 
with some industrial or commercial experience since 
qqaliving. are required by a leading London firm of 

artered Accountants for training in organisation, 
methods and costing work. Four figure commencing 
salary according to personality and experience. 
Write Box No. 375, c/o ACCOUNTANCY. 


PENSIONS RECORD OFFICER required by the 
FEDERAL GOVERNMENT OF NIGERIA for one 
tour of 12-24 months in first instance. Salary either 
£2,040 a year with prospect of permanency, or £2,244 
a year on contract with gratuity at rate of £150 a year. 
Free passages for officer and wife. Assistance towards 
children’s passages and grant up to £150 a year for 
maintenance in U.K. Liberal leave on full salary. 
Candidates, preferably under 45, must be fully con- 
versant with modern methods of mechanical record 
keeping on Powers-Samas machines. Write to the 
CROWN AGENTS. 4 Millbank, London, S.W.1. State 
age, name in block letters, full qualifications and 
experience and quote M1B/43323/AD. 


SEMI-SENIOR Audit Clerks required by City 
Chartered Accountants. Young men studying for 
exams. preferred. Good prospects for applicants who 
are keen and hardworking. Write, giving full par- 
ticulars, to Box Nor 378, c/o ACCOUNTANCY. 


VACANCIES available for qualified Accountants in 
South America, West Indies, Rhodesia, Kenya, Far 
East and the Continent. Call Bootn’s AGEeNcy, 80 
Coleman St., Moorgate, E.C.2. 


ARTICLED CLERKS 


REVISION TESTS by PERT for the Society’s 

exams. Model Answers spotlight your errors; Tutorial 

criticism fully explains them. PRe-EXAMINATION 

— Tests Ltp., 5 Beulah Road, Tunbridge 
ells. 


APPOINTMENTS 
REQUIRED 


AVAIL yourselves of our services in filling your Staff 
Vacancies—COM MERCIAL or PROFESSIONAL. 
Selected Applicants only. Ho_mes Bureau, 10 Queen 
Street, E.C.4. City 1978. 


HOTELS 


THE MANOR HOTEL, Blakeney, Norfolk. Tel. 
Cley 241. An old Manor House dating back to the 
17th century, where one can enjoy the peace and 
quiet of a comfortable Hotel with modern amenities. 
The produce from our extensive and beautiful gardens 
is always fresh and well cooked. The delightful Cock- 
tail Bar is a popular rendezvous after a day of bird 
watching, sailing, golf, or relaxing in the sun. 


MISCELLANEOUS 


A FAMOUS Mutual Life Assurance House needs a 
few men of drive and integrity to act as Agents. 
Accountants and their assistants have the right 
contacts and can best serve their “Mutual” interests. 
Further details from Box No. 337, c/o ACCOUNTANCY. 


NAME PLATES FOR ACCOUNTANTS, in bronze, 
brass and plastics.—Send wording and size for free 
estimate and layout to ABBEY CRAFTSMEN LTD., 78 
me Street, London, N.W.1. Tel. EUSton 


NAME PLATES FOR ACCOUNTANTS (in Oxi- 
dised bronze or brass) promptly engraved. Send 
words for full-size layout. Illustrated leaflet sent post 
free.—MalLe & SON Ltp., 367 Euston Road, N.W.1. 


OLD ESTABLISHED Building Society with high 
reserves and liquid funds requires additional invest- 
ments to keep pace with its growing mortgage depart- 
ment. Applications for a limited number of invest- 
ment agency appointments are invited from pro- 
fessional accountants. Write for particulars to 
Box No. 315, c/o ACCOUNTANCY. 


WAKEFIELD COLLEGE OF INCOME TAXA- 
TION LIMITED offers SPECIALISED postal 
tuition for those who wish to SPECIALISE in Income 
Taxation. Course for the Associateship Examination 
of the Institute of Taxation. Also non-examination 
courses. Prospectus free from the Principal, Dept. 
A6, 29 Barstow Square, Wakefield. 
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a new quarterly for 
ACCOUNTANTS — LEGAL ADVISERS — BUSINESS EXECUTIVES 
and others concerned with the burden of tax 


There is clearly a growing need for a periodical of 
the highest quality in which problems of tax can 
be exhaustively examined not merely in the setting 
in which they arise but with due regard to their 
effects in related fields of taxation: 

Taxation breeds specialists and it is most necess- 
ary to consult them when occasion arises. But to 
do this at the right time and with economy requires 
a background knowledge of tax and its problems 
which is not easy for advisers and executives to 
acquire, 


The BRITISH TAX REVIEW will provide the 


necessary elbow-room in which a topic can be 
analysed with a view to drawing conclusions and 
suggesting future developments and applications. 
It will also provide a complete referencer to all 
current developments in the tax field gathered 
from all sources—cases, statutes, regulations, 
practice notes, statements by Ministers and 
Revenue departments—these are gathered together 
under the heading “Current Tax Intelligence” and 
arranged according to subject-matter. 

The Review is written by practising specialists in 
the different fields of taxation but their work will 


be subject to a co-ordinating editorship and will, 
so far as the technicalities of a highly technical 


British Tax Review er be written in ordinary jargon-free 


Pe First Number just out. Annual Subscription 30s. 

+ Sweet & Maxwell + 3 Chancery Lane + London + W.C.2 
Sd 
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E. IRVINE HALLAS, A.C.A. 


7-9 QUEENSGATE, BRADFORD 
INSTITUTE AND SOCIETY EXAMS. 


Expert postal and oral tuition, based on 30 years’ 
experience in preparing candidates for these Exams. 
Painstaking criticism and marking of work and 
prompt return of all papers is guaranteed. Moderate 
Fees. Tuition adapted to meet precise personal needs 
of each candidate. Copies of over 800 signed letters 
received from past students will be sent on request. 


SUN LIFE 


ASSURANCE SOCIETY 
63 THREADNEEDLE STREET, LONDON, E.C.2 


provides finance for the purchase of 
PARTNERSHIP SHARES 
IN ACCOUNTANTS’ PRACTICES 
Repayment by Endowment Assurance 
No Medical Examination normally required 
Loan automatically repaid on death 
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Temporary Binders for | pWotels and Restaurants 


rat Mm. Accountancy 


Green binders 
with the title Keep the current year’s issues neat- 
ah puter ly and securely together. Each issue 
able. instantaneously inserted or re- 
ie Price 12s 6d moved. When one set is sent away 

ood for permanent binding, this binder 
(by post 13s). | iS ready for a further twelve 
months’ service. 


Since 1899 Hammersley, Kennedy & Co. have 
specialised in the sale and valuation of hotels 
and catering businesses, to the total exclusion of 
any other branch of estate agency. The partners 
are members of the leading professional bodies. 


+s EI 

Offices: 

19 HANOVER SQUARE, LONDON, W.1 
Telephones: MAYfair 6857 and GROsvenor 4950 

eS OMOEA 


SOCIETY OF INCORPORATED ACCOUNTANTS 
INCORPORATED ACCOUNTANTS’ HAL, 
TempLe Puace, Vicroria EMBANKMENT, Lonpon, W.C.2 
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3 ESTABLISHED 1844 ; 
-EquityéLaw | 
LIFE ASSURANCE SOCIETY 
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Published by THE Sociery OF INCORPORATED ACCOUNTANTS at Incorporated Accountants’ Hall, Temple Place, Victoria Embankment, London, W.C.2 
and Printed in Great Britain by THE SHENVAL Press, SIMSON SHAND Lip, London, Hertford and Harlow, July, 1956 
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